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STUDY OF SURVIVORS BENEFITS 


MONDAY, NOVEMBER 15, 1954 


House or RepresENTATIVES, 
Sevecr CoMMITTEE ON Survivors BENEFITS, 
Washington, D.C. 

The select committee met, pursuant to call, in room 445, Old House 
Office Building, at 10 a. m., Hon. William H. Bates (chairman) 
presiding. 

Mr. Bates. The committee will come to order, please. 

The committee has met for the purpose of consideri ing the question 
of survivors benefits, pursuant to House Resolution 549, a copy of 
which we shall insert into the record at this point. 

(The resolution referred to is as follows:) 


[H. Res. 549, 83d Cong., 2d sess.] 
RESOLUTION 


Resolved, That there is hereby created a select committee to be composed of 
five Members of the House of Representatives to be appointed by the Speaker, 
one of whom he shall designate as chairman. Any vacancy occurring in the mem 
bership of the committee shall be filled in the same manner in which the original 
appointment was made. 

The committee is authorized and directed (1) to conduct a full and complete 
investigation and study of the benefits provided under Federal law for the 
surviving dependents of deceased members and former members of the Armed 
Forces, and (2) on the basis of such investigation and study, to make such recom 
mendations as it may deem advisable and to prepare such legislation as it may 
consider appropriate to carry out such recommendations. 

The committee shall report to the House as soon as practicable during the 
present Congress the results of its investigation and study, together with its 
recommendations and the legislation, if any, prepared under the preceding 
paragraph. 

For the purpose of carrying out this resolution the committee, or any subcom 
mittee thereof authorized by the committee to hold hearings, is authorized to sit 
and act during the present Congress at such times and places within the United 
States, its Territories and possessions, whether the House is in session, has re 
cessed, or has adjourned, and to hold such hearings, as it deems necessary 


Mr. Bares. Gentlemen, this is an executive session hearing, and 
all matters discussed here this morning will be treated as confidential. 

There are some broad general areas relating to the subject of the 
survivor benefits on which we desire your expressions. I want all of 
you present to express yourselves freely. I understand that those 
of you appearing this morning are intim: ately familiar with the subject 
of survivor benefits and it may well be that some of your personal 
expressions will prove as valuable to the committee’s deliberations as 
the official position of your department which will be expressed when 
we begin our public hearings. 

Insofar as possible I wish to avoid getting too specific this morning 
We do not want to get lost in a mass of detail. In this executive ses 

1 
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the committee wishe sto kKnOoW voul thinku f on certall SSuUeCS 


ch will perhaps not again be discussed until the close of ow publ 


earings. If the que tions which we will discuss in a moment be 
brought out in the early days of our public hearings, I am afraid that 
some groups or individuals would prematurely and erroneously araw 
certain conclusions which would not properly reflect the attitude 
of this committee or its intent. 

I feel that these preliminary remarks will suffice until such time 


as we begin public hearings, when | shall be more spec fic as to the 
intent and purpose of this committee. 

Do any members of the committee have any remarks that the ould 
like to make at this time? 

[f not, we will proceed. 

We have with us this morning from the Office of the Director of 
the Budget, Mr. Hughes and Mr. March. 

Gentlemen, we will hear from either one of you, if you will proceed 
and give us any information which you might have on this general 
subject. 


STATEMENT OF PHILIP S. HUGHES, ACCOMPANIED BY MICHAEL S. 
MARCH, BUREAU OF THE BUDGET 


Mr. Teacur. Mr. Chairman, might I ask a very general question, 
gme which I have discussed here with the other members of the com 
wittee for the last few minutes 

Mr. Bares. Yes, sir. 

Mr. Teacup. Do you people believe that the survivors benefits of 
military personnel vould be a different benefit, or a larger benefit 
than people receive on the civilian side of our Government, on a 
very general, broad basis? 

Mr. HwuauHeEs. Yes: in general we are not now aware ot any real 
sound and practical basis for drawing a line of distinction between the 
members of the Armed Forces and those dying of service-connected 
causes after they are discharged from the Army. 

There is, however 

Mr. Tracur. You are talking strictly about military personnel 
now; are you not 

Mr. Treacur. I am speaking of civilian employees of the Govern 
ment. 

Mr. Hucues. I am sorry; I was thinking of veterans. 

The difficulty in dealing with the question is the precedents which 
have been established over the years with respect to the two sy stems. 
The civil-service benefits proposed by the Kaplan Committee, which 
give rise to your inquiry, I am sure, differ substantially from the 
benefits which are proposed for the members in the Armed Forces. 

We think it is pretty difficult on a purely logical basis to explain all 
of the differences that do exist. Differences are explainable, of course, 
on the basis of the precedents which have been established for dealing 
with the military: for instance, the development of a noncontributory 
military system, whereas the civilian system has historically been 
a contributory system. 

It is explainable to some extent in terms of what might be called 
an emotional factor which centers around deaths in military service, 
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particularly those in time of war, as compared with the deaths that 
occur in normal civilian employment in the Government, which is 
substantially similar to employment in industry or anywhere else in 
the country. 

Mr. Harpy. Might I interrupt to clarify something there which 
I think we do not want to confuse in this type of a discussion, and 
that is the question of benefits accruing from the contributory-re 
quirement system, as contrasted with the benefits which would be 
available to civilian employees under the compensation system 

Are you not confusing the two? 

Mr. Hvuaurs. Well, I had not intended to, but Federal employees 
compensation benefits are available to a limited group of military 
personnel by virtue of a legal technicality. We feel these benefits 
are not appropriate for FECA military personnel generally. 

Mr. Harpy. Well, I think what Mr. Teague was interested in when 
he raised his question was to draw some relationship, if any relation 
ship does exist, between the survivors benefits available to a civil 
employee and survivors benefits available to the military. 

Mr. Treacur. Exactly. 

Mr. Harpy. That is, survivors benefits available to civilian e1 
ployees for people who die as a result of incidents connected wit! 
their employment. 

In civilian life those benefits are payable through Federal employee 
compensation, I believe; are they not? 

Mr. Hueues. The service-connected deaths in service and due to 
service; that is right. 

Mr. Harpy. That is, if it is due to something resulting from em- 
ployment in civil service, those benefits are pay’ able by the employees 
compensation program, which I do not believe is a contributory 
proposition. 

Mr. Hueues. That is right. I had thought you had reference to 
the civil service against the military service survivors benefits 

Mr. Tracur. If you have 2 people working for the Government, 
and 1 works for the military for 20 years and dies, and 1 works in 
civil service for 20 years and he dies, what do the survivors receive? 

Is it equal, and if it is or is not equal, should it be equal or unequal ? 

I think the prime example is the wife of General Arnold, who 
receives about $89 or $83 a month. 

Mr. Carnes. I believe it is $87 a month. 

Mr. Tracur. If someone in a position similar to that in civil service 
dies, or in the civilian part of the Government, died, what would 
their survivors or their widow receive? Would that mean they would 
receive nothing except what they would get through civil-service 
payments? 

Mr. Hugues. That is right. The system under which they would 
receive benefits would be the civil service. 

Mr. Harpy. If there had not been an election, or if the civil-ser 
employee had elected to be the sole beneficiary, then the widow 
not receive anything at all; is that right? 

Mr. Huenes. I do not follow that; I am sorry. 

Mr. TE AGUE. The person in elvil service has to make a < Ol 
civil-service retirement system, and unless he made a choice to provide 
for the survivor she woul | not get anvthir og. 


i? 
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Mr. Hugues. That is right for persons who have retired. ‘Those 
who are still employed receive survivorship rights automatically if 
they have served long enough. 

Mr. Bares. I do not want to confuse your thinking, but in the case 
of Mrs. Arnold that should not happen again, because you have the 
contingency option act on the part of the military which was not in 
effect at the time he died. 

Mr. Hueues. If there was the election of the survivors benefits. 

Mr. Harpy. If he had not made the election, she still would not 
receive it. 

Mr. Hugues. That is right. 

Mr. Marcu. I wonder if I could try to clarify this question of treat- 
ment of civil-service employees and military personnel ? 

Mr. Bares. Surely. 

Mr. Marcu. Generally speaking, you have two types of benefits, 
you might say, for each of these categories of employees. One cate- 
gory, you might say, are benefits arriving from performance of duty 
or death which are employee compensation type benefits. 

Then, you have what you might call ordinary or in line of duty or 
non-work-connected type of benefits. 

On the civil-service side, you have the Federal Employees Compen- 
sation Act, which provides relatively good benefits for the work- 
connected deaths or disabilities. Those benefits run, for deaths, if 
you have a man who leaves his wife and 1 child, up to 75 percent of 
his gross pay. Now, it happens, however, that the Federal Employees 
Compensation Act on the civilian side is very literally and tightly 
enforced so that very few cases come in—very few death cases—and 
also not very many serious disability cases which come under it for 
these relatively good benefits. 

So, you have the civil-service-retirement type benefit which takes 
care of the bulk of the civilian employees requirements regarding 
death and disability type benefits, you see. 

Now, under present law the civil-service survivorship benefits are 
geared to a retirement formula, based upon years of service. 

However, in most cases those benefits are quite inadequate; after 20 
years of service, or 10 years of service, it still does not provide much. 

They are geared to years of service, and are not very high. The 
Kaplan Committee tried to rectify that, but it did not go so far as it 
did in the case of the military. 

Mr. Tracur. Have you given any thought to that particular ques- 
tion ? 

Mr. Hueues. We have; very much. 

Mr. Teacuet. I realize our committee does not cover that, but still in 
my own mind I would like to know what we are setting up. 

Are we setting up a system whereby the General Accounting Office 
would continue to deal as it does at the present time ? 

The General Accounting Office used the wording to the effect that 
there is a disparity in favor of the milits ary, and the Kaplan report 
did seriously or sharply increase it. 

Mr. Marcu. Let me tell you, if I may, about the military side of the 
thing: / 

On the civilian side, you have the FECA and the civil-service 
retirement benefits. On the military side you have, of course, a situa- 
tion where all deaths in active service are treated as though they were 


STUDY OF SURVIVORS BENEFITS » 


in performance ot duty. That is not strict ly SO, but that is the pra 

tical effect under the VA laws. They call them service-connected 
and naturally the scales of benefits provided under existing law are 
away up here. They are quite high. 

The non-service-connected benefits for the military personne | do not 
really come for deaths until they are separated or until they become 
veterans, you see, and even there, in many cases, they are fairly high. 

You had a big hiatus, however, in case of military personnel. This 
General Arnold thing which you mentioned for example. It hap 
pened that in the case of the higher ranking people—usually the 
older people—did not have the benefits of OAT. which the lowe1 
ranking people get, because the widows would be childless. And 
sometimes the people did not take out insurance such as the national 
service life insurance or something like that, and they end os with 
only the $75 a month or $87 a month VA death-compensation benefits 
for the widow. 

That gap, of course, the Kaplan Committee endeavored to fill by 
providing this service benefit which is scaled directly to gross pay. 
However, the total picture which I wanted to leave with you on the 
question of the civilian versus the military type benefits—death ben 
fits—and it is true also with respect to disability benefits, is that the 
civil-service employee, as a general] rule, receives much less adequate 
disability and survivorship benefits than do the military. And that. 
as a matter of fact, is probably true under the retirement provisions, 
but to a lesser extent, and it would continue to be true under the Kap 
lan Committee proposal on the retirement question. 

In the military case you have a completely additive plan for OAST, 
and in the civil-service case, you offset the bulk of OASI from civ 
service retirement benefits. That is the general picture. 

Mr. Teague. In the case of the 2 deaths, 1 would be covered by 
FECA and one in the service. How would they compare ? 

Mr. Marcu. Let us take the civil-service employee who dies and who 
is covered by FECA, and let us say he left a widow who would bi 
entitled to 6624 percent of his gross pay, and if she had a child the 
2 of them would be entitled to 75 percent of his gross pay. Let us say 
that he is a $5,000-a-year man. He would be entitled to $3,750 a year 
for a wife and a child. 

Now, if you took the case of a military person dying today—1 of 
the Reserve officers who dies—and if he is eligible under FECA his 
widow would get not only about 75 percent of his basic active duty 
pay, his quarters allowance, and so forth, and plus any flight pay or 
extra-hazard pay which he is drawing, and also would get the $10,000 
indemnity, as well as being entitled to OASI, and would also get the 
6 months’ death gratuity. In other words, you would have a much 
more liberal treatment. 

Mr. Teague. What is the situation in regard to the Regular Army 
officer who is not covered ? 

Mr. Marcu. I do not have the figures with respect to the Regular 
Army officer with me. However, his family would not receive the 
FECA benefits. The family would be entitled to the VA death pay 
ments, OASI, and 6-month death gratuity. 

The FECA payment is scaled to pay. However, the VA benefits 
are flat, and in the case of the higher-ranking officers it would be much 


less than under FECA. 
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Mr. Tracur. Thank you. 

Mr. Hucues. I think the point to then be emphasized is that there 
are different kinds of cases and that benefits vary considerably : One 
situation prevails where the man’s survivors’ needs are met through 
civil service or through the military system. The other situation is 
one where the military man happens to be eligible for FECA by vir 
tue of his peculiar circumstances. 

Mr. Carnes. We do not want to get into too much detail because 
we want you to hold any statement which you have, or any real testi 
mony, until Wednesday, when we begin the public hearings, but there 
are 1 or 2 general things which the committee wants to discuss this 
morning. 

Inasmuch as Mr. Kaplan is going to appear this afternoon, we want 
you to take a look at the Kaplan report. I believe you have a copy of 
that report available; do you not? 

Mr. Hueuers. Yes, sir. 

Mr. Carnes. The question is: In the opinion of the Bureau of the 
Budget, would the Kaplan Committee recommendation, if imple 
mented into law, actually save the amount indicated by the Kaplan 
report ¢ 

Mr. Hueues. Well, we need to define “savings” a little bit. 

In terms of budgetary effect, the table on page 1 of this printed « ‘opy 
of the Kaplan report does not reflect a full and complete picture. The 
table here contains data both in budgetary terms and in terms of the 
cash effect of payments to and from the public by the Government. 
As a point of reference, we could take this $160 free OASI credit item, 
which amounts to $240 million, which is shown in the first part of the 
table. That is not at present a part of the Government’s budget. I] 
think you understand that, and if the question is one of budgetary 
effect, therefore, that item, since it is not a budgetary item, is an ex- 
pression of savings which do not actually exist, inasmuch as there are 
no payments. 

Mr. Bares. Except there is a due bill coming on that one of these 
days. 

Mr. Huecues. That is correct. 

Mr. Bates. That is accruing at the present time; is it not? 

Mr. Hueues. Yes, sir. 

Mr. Bares. The fact of the matter is we have out-of-pocket expenses 
because of this particular item. 

Mr. Hueues: That is correct. The out-of-pocket expenses, though, 
are of a different m: agnitude than is the magnitude of this item. 

Mr. BATEs. Precisely. 

Mr. Hueuers. Yes, sir. 

Mr. Bares. Over a period of time you have to face this particular 
issue, 

Mr. Hueues. Yes, sir. 

Mr. Carnes. However, it would not be in that amount. 

In the letter of Mrs. Hobby to the chairman the estimated cost 
which will be incurred by OASI for this $160-a-month wage credit 
will be somewhere between $35 million and $42 million. That is the 
actual amount which will have to be paid out by virtue of having this 
wage credit. 

Why was not the figure of $35 million or $42 million used there 
instead of this figure of $240 million ? 
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Mr. Hugues. This is something Mr. Kaplan should speak to, 0 ny 
expression of the reasons for using this figure would be like this: 

The $240 million reflects the tax cost of OASI coverage, to the 
military, if the employers tax were paid by the Government as th: 
employer of military personnel. 

The present system of gratuitous OASI coverage could not be inde! 
nitely extended on the same basis as during the past 14 years. 

Mr. Harpy. You mean really on a reimbursable basis 

Mr. Hueues. Even if provision is made for ied 
residual-cost. basis. 

In arriving at the $30 million to $50 million figure which th« 
Department has used, they have computed the cost of this coverag 
by, first computing the benefits that the individual would be entitled 
to if he had no free military-service credits, and then they computed 
the benefits that he would be entitled to with the military-servic 
credits, and subtracted the first computation from the second, and 
took the balance remaining as the cost for free OASI coverage f 
the military. 

Mr. Carnes. Let me stop you there, 

Let me emphasize that point, so that the committee will be clear « 
it. as we understand it. 

In calculating this liability to the Federal Government, under the 
$160-a-month wage credit, the w: uy it was done was if a man had prior 
social-security wage credits and he had been in the service 2 years, 
if there had been no social-security wage c a his benefit payments 
would be predicated on his prior service with the 2-year laps 
there, which would tend to reduce his baniiiee somewhat ? 

Mr. Hucues. Yes, sir. 

Mr. Carnes. So, therefore, the Government in order to maintain 
continuity gratuitously granted $160 a month wage oro for that 
2-year period he was in the service. In other words, if he had benefit 
payments in the amount of $87 with the 2-year lapse, they should 
now be $89 or $90, or $3 a month more because of contil lity of 
payment ? 

Mr. Huecues. That is right. 

Mr. Carnes. Under this reimbursable basis, in that particular case, 
the Government would only be charged fot tha additional cost be 
tween what the man had accrued by virtue of his employment an 
what additional payments were made, as a result of the $160 
month wage credit having been granted; is that right? 

Mr. Huenes. That is right. 

Mr. Carnes. The second case is one whe re a young man who comes 


into the service and who has never had social security and dies while 
on active duty. Having been on active duty 2 years, if he has any 
eligible beneficiaries, then the full cost of those payments is pred 


icated exclusively upon the $160-a-month wage credit, and the ful 
extent of those benefits is a charge against the Federal Government / 

Mr. Hvueues. That is correct. 

Mr. Carnes. So, the first is a supplementary charge and the secon 
is a full charge? 

Mr. Hueues. That is right. 

Mr. Carnes. And, those 2 charges together are what represent t 
Government’s cost of having granted the $160 wage credit: is that 
correct ? 
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Mr. Hugues. That is correct. 

Mr. Carnes. On page 2 of Mr. Kaplan’s report, in the very middle 
of that page, the report uses the terms 
there are no provisions for reimbursing the old-age and survivors insurance 
rust fund for the cost of these wage credits, estimated at upward to three 
quarters of a billion dollars. 

If you take that figure of three-quarters of a billion dollars which 
Mr. Kaplan estimates as the total liability of the Federal Govern 
ment, up until, I presume, he wrote this report, that is a cost to the 
Federal Government from 1940 to roughly, 1953, or 1954, a period of 
approximately 13 years ¢ 

Mr. Huaues. Yes, sir. If I can interrupt, of course, it includes 
benefits still to be paid. 

Mr. Carnes. Yes: I realize that, and the committee realizes that. 
The calculation is an accrued basis, including costs which are to be 
paid. 

On page 2 of the report, Mr. Kaplan, in essence, Says that the due 
bill is approximately three quarters of a billion dollars. 

If you go back to page 1 and calculate the Government’s liability 
and social security on this same basis on which this $240 million was 
calculated on the tax basis, then the Government’s liability would 
be something upward into several billions of dollars; would it not? 

Mr. Hvuenes. That is correct. 

Mr. Carnes. I think that estimates have been supplied that it 
would be, perhaps, somewhere between $8 billion and $11 billion. 

Mr. Hueues. Yes, sir. 

Mr. Carnes. We will not get you to go over these estimates, but 
that is what has been suggested to the committee. 

Mr. Huenes. It would be several billions of dollars, sir. 

Mr. Carnes. Another point, | think, to be made here, is that the 
cost of providing these $160-a-month wage credits by the Federal 
Government—the cost to the Federal Government because they are 
not paying the pay rate: they are not using this to bill on a tax basis, 
but are merely paying on a reimbursable basis—would it not have been 
more appropriately stated if this $240 million figure had been some 
where in the neighborhood of $35 million or $42 million, which is the 
estimated cost, as the reimbursable cost for this particular period 
stated here? 

Mr. Hueues. I think that you have to consider the purpose that the 
committee had in mind in formulating this first table. As a reflection 
of the cost of a te mporary, gr atuitous extension there is some merit 
and justification for the $750 ) million figure. However, as a basis for 
forecasting the cost of an indefinite extension of the gratuitous cover- 
age, the $750 million figure is not an adequate basis for reflecting the 
cost, as we see it. 

Now, the reason for that, I think, is not too difficult to explain. 

As I pointed out, the $750 million computation is, in effect, a re- 
flection of what the chairman called the out-of-pocket cost—the resid- 
ual cost remaining after the cost of the man’s basic benefits had been 
computed and deduced from the benefits that he would have been 
entitled to without military service credits. 

The residual cost, therefore, contains none of the loading, as you 
could call it, which is inherent in the social-security system, and which 
benefits the man with relatively low wages and short-term coverage. 
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The tax, on the other hand, does then reflect that loading ul 
reflect it to an increasing extent, as the rate increases in future years, 
as it is scheduled to do. 

In other words, what I am saying is that if the Government conti 
ued to pay the residual cost of these military service credits ove1 
long period of years, and in effect gives special consideration to this 
particular employee group, the effect of that would be to short the 
OASI fund, by the military employees share of the cost of the basi 
benefits which are paid under this system. 

Mr. Harpy. What you are saying there is that the Government is 
not caring for the military in its share of the subsidized benefits ’ 

Mr. Hugues. That is correct. 

Mr. Harpy. That is, to the low-income people ¢ 

Mr. Hugues. That is correct: low-income and short-term employ 
ees, particularly. 

Mr. Harpy. You have to bear in mind, I believe, that most—I say 
“most,” and I believe this would be accurate—most of the military 
would be short-term people because of your turnover; is that correct / 

Mr. Hucues. That is correct. 

Mr. Harpy. Do you not have a very different situation here when a 
fellow is trying to get into the sery ice, and he oets $160 wage < redits 
when that is not a career job for him? 

You have an entirely different situation there from the situation 
of a fellow who has a job in private industry where it is covered by 
social security. Is there not a pretty wide distinction there ? 

However, I suppose you get to the question of policies; the ques 
tion as to whether you should load on this temporary draft status 
which we are still going through i in the military—whe ther you should 
load them with the responsibili ty for subsidizing the short-term low 
paid job in private industry ¢ 

Mr. HuGueEs. No: | think the quest on is one, basically, oT who 
should bear the cost of old-age and survivors insurance system. 

If the military and the Government, through payment of their 
share of the tax bill for this system do not pay fully for the benefits 
if these people, then the burden of the military’s share must be borne 
by the other participants in the system—the other contributors to the 
social-security fund. 

Mr. Harpy. That is something which I do not understand. Take, 
for instance, a short-term military person who gets social-security 
coverage a relatively short period of time and he may get some benefit 
under the system. Under this system that we are now following the 
Government is obligated t to. pay all of the costs of that short-term 
fellow, is it not, if he did not have any other coverage ? 

Mr. Hucues. If the Government pays only residual costs, it is not 
paying the full cost if his military coverage is the only OASI coven 
age that he has. 

Mr. Harpy. That is what I am talking about. I am talking about 
a case where all that he has is the OASI coverage. 

Mr. HuGHeEs. If he died upon leay Ing the sery ice, the (;sovernment 
payments on a residual basis would not cover the cost of his credits 

Mr. Marcn. Mr. Congressman, could I help you a little bit with 
that ? 

Mr. Harpy. I wish you would. I am trying to get some help on it 
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Mr. Marcu. The theory of the OASI system is that it is a basic 
social-insurance system, and, by and large, we have today 90-percent 
coverage in the system and maybe more—actually more. 

People work in industry often for short times, but by and large 
practically all private employment is under OASI. The military 
and the civil-service employees, and a few other professional em 
ployees, are about the only groups excluded froin the OASI system. 
It may be true that a man will work or be in the military service for 
only 18 months or 2 years, but that becomes a part of his lifetime span 
of employment, ‘ed the OASI system taxes are predicated on the 
contribution from the employees and employers over the lifetime span. 

To go back to the Kaplan Committee report, the $240 million figure 
was based on this assumption, as I understood it, that if you did not 
have contributory OASI coverage, you would have an indefinite 
extension of fee credits—which you are verging on now. 

So, on that kind of principle, if you are going to have an indefinite 
extension of OASI coverage, you ought to put in the full cost of cov 
erage, including this item ‘which Mr. Hughes is talking about, rathe1 
than the differential or increment at, or of the residual cost, which is 
the characterization that you might give to the HEW estimate or 
cost. 

Actually we have some doubts that even for a 14-year period this 
incremental method used by the HEW actuary might be entirely 
adequate. 

Mr. Harpy. In order that I may get my thinking a little clearer 
and pass on to something else very quickly, under the system as nov 
operated—I am thinking in terms of the application of social security 
to the military—in a great many cases, I would presume most of the 
cases, people who are entering newly on military careers, on military 
duty, have not previously had social-security coverage, because you 
are getting the younger ones in there under the existing order of 
things, and the most of them go in without any previous background 
of social-security coverage. Suppose they are in there for a very 
limited time and they do not come out and get additional social-secu 
rity coverage in private industry, if their beneficiaries should become 
recipients of social-security payments, all of that would be properly 
chargeable, under the present system, to Uncle Sam. Is not that 
correct ? 

Mr. Hueups. ae is right. 

Mr. Harpy. Now over a period of time, suppose they are covered 
in private e mployment by social security, over a period of how m: ny 
years would the $160 per month wage credit provide for social security 

Mr. Marcu. It usually provides for survivorship, which is largely 
what we are talking about, for approximately 18 months or 2 years 
after separation and longer if the fellow was in the military service 
longer. 

Mr. Harpy. I am saying if he comes out of military duty after 15 
months or 2 years. 

Mr. Marcu. It would be good for 18 months or so. 

Mr. Harpy. Should he continue in covered employment after he 
comes off military duty, that 18 months of military duty and military 
social-security credits will have a significant effect on his benefits for 
how long a period of time? 
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Mr. Marcu. Well, that is somewhat complicated by the dropout 
provision, but it will have a significant effect for 18 months. Other 
wise, if he did not have an OASI insurance status, or if it was termi 
nated upon separation from military service, if there was not tl 
carryover 

Mr. Harpy. What I am trying to houre out 18 how long atter this 





fellow goes off active duty does the Government actually have 
liability for social-security cost ? 

Mr. Marcu. It is roughly equal to the time he was covered unde 
OAST. 

Mr. Harpy. For 18 months he may legitimately charge all of it 


against military service credits 

Mr. Marcu. There is the retirement aspect, too. 

Mr. Huaues. Let us stick to that survivor one here if we can. he 
problem is to keep the system sound by issurilng that all the contribu 
tors bear their proportionate shi ire of the cost. 

Mr. Harpy. Let me say this right there, because that is the key to 


the point I am trying to make. If any part cular industry bore its 
total cost for all the employees of that industry, that is all in the 
world the social-security fund could ever pay off; is not that right ¢ 


Mr. Hugues. That is right 

Mr. Harpy. Of course, | know you spread over all industry, put 
are not you in a little different shape when you come to putting the 
military in there, and, if the military actually covers the cost of the 
short term, is not that about all you coul l expect ¢ d 

Mr. Hucues. It is not doing so under this provision. 

Mr. Harpy. Maybe not. 

Mr. Hueues. If you had a separate system now for military pe! 
sonnel, the $35 million you are talking about would not cover its cost 
If the military were taken out of the OASI system and set up as a 
separate social-security system, then the cost of that system would be a 
lot closer to the tax figure of S240 million. Under these circumstances 
you would be confronted with the job of providing financing to in 
clude the basic benefit, because you could not make the assumptior 
the man will be insured after he leaves the military service. The 
point is, this incremental method of cost computatio1 is based on 
assumption of a temporary period of OASI coverage. 

Mr. Harpy. I understand that, me the question in my mind 
simply this, whether the military should bear the cost of the short 
term, low-wage employment in other than the military service. 

Mr. Hugues. There are really two questions. The first question 
is whether the Government ought to bear the full cost. I suppose we 
would all agree it should. It is just a matter of what is the prope 
method of computing the full cost. Then, of course, there is the se 
ond question. Ina Renna universal social insurance system th: 
comprehends 100 percent, or nearly so, of the population and operated 
as social insurance, rather wh life insurance, is it proper to set dif 
ferential rates for different groups? 

Mr. Harpy. Yes. 

Mr. Hueues. Does the Government want to get into a poe itio 
where it sets a separate rate for the military, one for civil service for 
people who stay in 5 years, and one for temporary workers, a1 d 
forth? We will probably be opening up a P andora’s box if we ip 
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proach it that way. Does the Government want to get into the kind 
of box where it sets different rates for different categories of employ- 
ment? It has not been hitherto the policy to set differential rates. 
The question of OASI rates for the military arises as a consequence of 
piecemeal extension of free OASI coverage as a result of stopgap 
legislation. 

Mr. Harpy. I think you have one distinction. Most people do not 
go into the military to make a living. Most people have other social 
security coverage. 

Mr. Hucues. Of course a lot of militar y people, if they did not have 
OASIT coverage before they went in, probably have been covered by 
OAST for the “period of military service. If you charge off the period 
of military service, you are penalizing the OAST system by the me 
it has lost the contributions it otherwise would have received in a 
normal period. 

Mr. Carnes. Here is what Mr. Hardy was aiming at. Will you 
turn to page 25 of the Kaplan report’ At the bottom of the page it 
says: 

A start toward credit for military service under the old-age and survivors 
insurance system was made by Public Law 719, 79th Congress, approved August 
10, 1946. It provided that any World War II serviceman who died during the 
period of 3 years after discharge from active service was to have fully insured 
status under the old-age and survivors insurance system, with an assumed 
average wage of $160 a month. 

Now the question Mr. Hardy was asking was how long does the 
Government’s liability continue after the man leaves the service. Does 
the Government’s liability continue for the 3-year period ? 

Mr. Hueuers. Is that law in force today? 

Mr. Carnes. Mr. Filson is with us this morning, from the legisla- 
tive counsel’s office, and I will ask-him: Is that law still in effect ? 

Mr. Fiuzson. I am not part of the administration, but I would not 
think that would hold. 

Mr. Huenes. I do not think it is. It was supposed to be for the 
emergency. 

Mr. Kean. Of course when we passed the social-security law, this 
was supposed to be a temporary provision and we definitely stated at 
that time that the only payment the Government would stand liable 
for would be the actual cost to the Government. 

I understand that money has not been paid; that the actual liability 
which has been established has not been paid to the trust fund. 

Mr. Huenes. It was included in the budget every year until the 
Senate and the House struck out the basic authorization in the 1950 
amendments. 

The 3-year extension law, the one Mr. Carnes read, as I understand 
it, carried an authorization for appropriations and there was one or 
perhaps more small appropriations made to meet the cost of benefits 
under this particular provision. However, the subsequent law, the 
emergency $160 credit, as I understand it, did not and does not carry 
any provision for an appropriation of cost to the fund. 

Mr. Marcu. And it repealed the previous authorization for appro- 
priation. 

Mr. Kean. Certainly it was intended by the Ways and Means Com- 
mittee when it wrote the bill that the money would be refunded to the 
trust fund. 


ie 

Mr. Marcu. Let me see if I car elp you You are refer ( 
law of 1946 which ~equired appropriations and appropriatic wel 
made, I think, through fiscal 1952 in total of approximately 14 o1 
million. 

Mr. Carnes. $13.7 million 

Mr. Marcu. The 1952 amendment which granted the $160 wag 
credit, as far as I know, repealed | previous authorizations for 
appropriation—that is, with respect to the 4-year credit And there 
was a hiatus there between — House and the Senate committees 
The House committee favored ; Sgt sear ner The Senate Finance 
Committee, on the other Sel 1950 stated that the OASI fund 
ought to absorb the cost of eae nstier” That kind of difference 1 


thinking, I guess, is almost historic. 

Mr. Kran. So the budget does not include any sum for that ¢ 

Mr. Marcu. No. There is no authorization any more, so far as | 
know, for such appropriations and it is a matter of policy for a com 
mittee such as yours. 

Mr. Bates. Of course, that is robbing the trust fund and robbing the 
industrial workers in favor 6f the military. 

I do not know if Mr. Hardy got a full answer to the question he put 
or at. least the question I thought he was putting. As I understood, 
what Mr. Hardy was trying to say was this: Under what circum 
stances should the military be responsible for disbursements from the 
OAST fund ¢ 

Mr. Harpy. I did not get an answer to what I was trying to develop. 
I was trying to explore pretty much along that line, but with this 
thought in mind: 

I think there is : i pretty wide differential between employme nt o1 
active duty in the military and employment in private industry. You 
have a fellow employed in private industry and he is in that for th 
purpose of making a living. Some few go into the military for the 
purpose of making a living, but the vast majority of them do not 
Now, how long is there a liability with respect to the $160 per month 
wage credit? How long is it and how sae should it be? How long 
under the social security formula will it actually play a part in bene- 
fits which accrue to the individual in cial security on the outside 4 

Mr. Barrs. That depends on the individual. That is the thing I 
was trying to explore. How long does that actually play a significant 
part in benefits the individual would be entitled to? 

Mr. Kran. It is indefinite, because otherwise the Vv would have 2 
vears of no earnings. The ordinary worker in private industry by use 
of the dropout can keep their average earnings up if they want to, but 
I think the dropout was intended to : ake care of other things. 

Mr. Harpy. Here is the thing : Under the $160 a month assumed 
earnings for a period of 18 months for an individual not previously 
employed, he comes out and goes into employment in maybe a $250 a 
month job. Now ina relatively short period of time his coverage will 
be based entirely on the $250 a month figure and the $160 a month you 
would have to drop off. Is that not correct as far as the benefits Zo! 

Mr. TEAGt FE. (re vou Saving, ther . the mil tary should not rem 
burse this fund ? 

Mr. Harpy. No: I am saying the military certainly should rein 
burse the fund for every cent to cover the paidout cost, but Iam trving 
to see where this cost cutoff should be, f it should be eut off. 
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Mr. Hucues. I think the question you raise is whether a special case 
should be made of the military as a group in this type of operation. 

Mr. Harpy. The military is a pretty big employer and over a period 
of vears the number of people covered is just staggering. 

Mr. Hvuenues. Correct. 

Mr. Harpy. I think we should be uble to make some distinction be 
tween that type of employment and industrial employment. That is 
the fundamental basis of my whole thinking. 

Mr. Bares. That is certainly something that should be considered 
and after the General Accounting Office comes here I think we ought to 
get into that type of thinking, to find out yust what should be done. 
Apparently from what you have said here it can only be established in 
retrospect as far as the residual reserve, and it should be set out in 
advance somewhere. 

Mr. Hucues. Just one other point I would like to mention. There 
were some differences affecting costs, between retroactive military 
credits during World War IT and after, and regular OASI coverage. 
One is that the free credits were provided retroactively in 1946, rather 
than during the pe riod of service. Se ondly, there is a provision for 
nonduplication of benefits. In other words, if an individual elects 
coverage under military retirement, he cannot use the same credits 
to acquire ¢ VAS] coverage. 

There are some other differences between the retroactive provision 
and full coverage such as contemplated in the Kaplan report. 

Mr. Marcu. I would like to answer Mr. Hardy’s earlier question 
on how long these 3-year credits are effective. The 3-year credits 
under the 1946 statute ceased to have effect on July 26, 1951. They 
applied only to World War II veterans, and under the 1950 amend 
ment to the Social Security Act they were knocked out entirely. So 
they are no longer a matter of consideration. except as they wive rise 
to cost. 

Mr. Carnzgs. To get back to the fundamental proposition we were 
trying to ascertain, I want to raise this question so that we have 
some basis when Mr. Kaplan appears this afternoon. The point to 
be made is if you take the $240 million figure that is under this chart, 
Comparison of Annual Costs of Present and Proposed Military Re 
tirement and Survivor Benefit Provisions, Mr. Kean stated the intent 
of the House Ways and Means Committee when the law was passed 
was to reimburse the OASI fund for the cost that they paid; then 
that was their thinking. By virtue of this fact Mr. Kaplan in his 
report used the three-quarters of a billion dollar figure on page 2, 
then does not it appear that this $240 million figure referred to the 
actual cost of the Federal Government to provide this type of sur 
vivors’ benefit is a great overstatement of the cost ? 

Mr. Hvueues. I do not believe it is if you are interested in arriving 
at the cost figure for the indefinite extension of this type of coverage 
to all future military personnel. In other words, what we have said 
is that the three-quarters of a billion dollar figure does not include the 
full cost and if the military were set up as a separate system that three- 
quarters of a billion, or a comparable figure to it, would not adequately 
meet the cost. 

Mr. Carnes. By the same token, this $240 million which they put 
as part of the annual cost for this vear is too high, and the actual 
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amount that is eveutually voing to be paid is somewhere betwee 
and 42 million dollars, as is estimated for this year. 

Mr. Hueues. On the incremental basis, that is correct. 

Mr. Carnes. Then how can you justify the $240 million as being 
the cost to the Federal Government annually 4 

Mr. Hueues. The $35 million figure, or the figure of the magnitude 
you make reference to, we are saying is not the full cost of these bene 
fits; that it represents a residual after deduction of what we might 
term the basic cost of the system, and while it is a reflection of the 
residual cost for the past free coverage over a short period, it does 
not actually reflect the full cost of the indefinite extension. 

Mr. Bates. The $240 million is an annual figure? 

Mr. Hueues. The $750 million is a cumulative figure. 

Mr. Bates. I am talking about the $240 million. 

Mr. Hueues. The $240 million is the annual tax cost for the 
Government 

Mr. CarRNEs. Are not you acknowledging. however, that part ol 
the $160-a-month credits should be paid under a tax base which 
would go from 8 to 11 billion dollars, when you acknowledge thi 
amount as an annual figure? 

Mr. Hueues. The $35 million figure does not reflect the full cost. 
We therefore feel an indefinite extension on the basis of the three 
quarters of a billion dollar figure is not feasible and would short the 
fund. 

Mr. Carnes. Is there any common meeting 
million and the 35 to 42 million dollars ? 

Mr. Hvenes. There are other methods of computing cost. We have 
talked a oreat deal with the Health. Edueation, and Weltare people 
in the last few days and weeks about alternative methods of arriving 
at cost. Both figures are sound, but they are not conputed on the 
same grounds. It depends on what kind of cost figure you want to 
arrive at. For the short period, the residual cost 1s probably a feasible 
met hod, because of the large magnitude they deal with in handling the 
OAS] fund. The amount involved s not of iS great slonificunce is il 
would be if there were an indefinite extension of free coverage. 

Mr. Carnes. We will delve into that a httle later, but let me ask 
you three other questions. 

Do you feel the Kaplan Committee recommendations provide ul 
adequate svstem of survivor benefits both for wartime and peacetime 
years ¢ 

Mr. Huaues. Neither the administration nor the Bureau of the 
Budget has taken any position on the Kaplan recommendations, as 
I think you understand. The system of benefits that it does provide 
is a system which is adapted to both peacetime and wartime use, 
except for certain problems which we have discussed with you in the 
staff conferences. These involve the amount of handling Government 
insurance and indemnities, as well as the question of merging the 
military and veterans’ systems. 

The level of benefits established in the Kaplan report appear to us 
to be, generally speaking, an adequate level. Certainly in terms of 
adequacy of benefit it seems to us a reasonable system from the military 
standpoint. 

Mr. BaATEs. In other words you think, in war o1 peace, itisa syste 
that will hold up? 


groul d between the $240 
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Mr. Hucues. Yes. I am speaking of the total level of payments 
involved. We believe there are some adjustments which need to be 
made in recognition of Government life-insurance programs. This 
is particularly true in view of the fact that Congress over a long 
period of time has adopted an insurance or indemnity approach to 
meeting some of those problems, rather than the type of approach Mr. 
Kaplan recommended. 

Mr. Carnes. One other question: Do you think it would be at all 
feasible to try and have 1 agency and 1 payment for all survivor 
benefits ¢ 

Mr. Hugues. It seems to me it is administratively desirable, though 
it would be extremely difficult to work out that sort of thing. 

Mr. Carnes. In this case where VA under the Kaplan re port would 
be making payments and social security, the widow or survivor would 
have to deal with each of those agencies individually. 

Mr. Hugues. That is right. 

Mr. Carnes. They would not have to provide each agency with all 
of the papers and credentials they require because they are two sep- 
arate agencies. Would it be at all feasible to have one agency that 
could certify to VA and OASI, and requiring that the widow or sur- 
vivor only deal with 1 agency, even though the 2 payments come from 
separate groups ¢ 

Mr. Hugues. I think that is a possibility. As a practical matter 
the programs of the Veterans’ Administration on the one hand and 
the Department of Health, Education, and Welfare on the other, are 
of such long standing and so well entrenched that it seems to us the 
public would continue to receive their general social security protec 
tion from one agency and special veterans’ benefits from another. 

Mr. Bares. I have been out of Washington now for about 4 months 
and it is hard for me to understand that talk. 

Mr. Hugues. I am sorry. It is kind of a tough one to answer. 

Mr. Bares. I am still not convinced there are accounting aspects 
that cannot be handled through a centralized agency. Many questions 
might arise that must be referred back and straightened out to another 
agency ; but how many changes have to take place, except as we might 
pass new laws concerned w ith increased benefits, that would have an Vy 
effect on the actual checks? We are talking about checks, merely dis 
bursements at the moment. 

Mr. Hugues. There is more involved in the problem than disburse 
ments. As a general principle in Government, I think most people 
ugree that the agency making the disbursements should be the agency 
that reviews the claim, makes the certification, et cetera. 

Mr. Bares. Once that is all established, might not one agency at least 
go that far and send one check / 

Mr. Huecues. That would not offer any advantages from the stand- 
point of the claimant. The claimant would still have to go to the VA 
and present their claim for veterans’ benefits, and go to y the De spart- 
ment of Health, Education, and Welfare and present their claim for 
social security benefits. 

Mr. Bares. I mean just as far as the check itself is concerned. 

Mr. Hueurs. The checks historically have been mailed out by the 
Treasury for both of those agencies. 

Mr. Bares. Does the Treasury Department send them out? 
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Mr. Hueurs. Yes: they wire sent out by the ‘Treasury Disburs ng 
Officer. 

Mr. Bares. He sends 1 check, or 4 checks, or various checks / 

Mr. Hvenes. Yes—one for each agency. 

Mr. Bares. I do not care whether it might be established in the 
Treasury Department, or elsewhere, but to my mind it appears sense 
less having four checks come in each month from the Government for 
the death of one individual. 

Mr. Carnes. Mr. Teague raises this question: If you had one agency 
under a common direction, is it not quite likely the beneficiary would 
get all of the benefits to which he was entitled; because if you pro 
vide that the certification made for the VA would suffice, then they 
could determine whether or not the rights of the person would also 
provide for social-security payments and could make the payments 
so that the beneficiaries would get the payments which it was the 
intent of Congress they should get by having both agencies ¢ 

Mr. Hueues. I do not think there is any doubt one agency would 
find it easier to accomplish that than several. 

Mr. Carnes. Would it not ‘result in some people getting all those 
benefits to which they were entitled, at least ? 

Mr. Hueues. Yes. 

Mr. Carnes. Has any study been made as to the number of people 
who perhaps are eligible for benefits and are not getting them at 
the current time? 

Mr. Hueues. I am not familiar with that. 

Mr. Harpy. Is it unthinkable that either the VA or Social Security 
should delegate to the other agency authority to handle such things / 

Mr. Hueues. I do not know that it is unthinkable. We have had 
a good deal of discussion, not in the survivor benefit area but the 
loan-guaranty area, on the delegation of authority, and there has been 
a good deal of pro and con. 

Mr. Harpy. Have the agencies any responsibility and other pre 
rogatives that they cannot let anybody else handle? 

Mr. Hucues. I do not think it is only agencies that are involved in 
this—— 

Mr. Teacurt. But congressional committees, too. 

Mr. Hueues. Yes; and interested nongovernmental organizations 

Mr. Tracus. We had a little thing in the Veterans’ Committee last 
year where you could take up 30 percent of the benefits and pay them 
every 3 months instead of once a month, and save $20 million a year, 
and I was wondering what could be saved in this thing if 1 agency 
wrote 1 check. 

Mr. Hueunes. I think the merging of the benefit programs could 
achieve savings and certainly the type of consolidation of programs 
that the Kaplan committee suggested and others suggested in the past 
I think would produce administrative sav ings. 

Mr. Carnes. Before closing our thoughts on the idea of consoli- 
dating into 1 agency, or having 1 certifying agency, I want to put 
you on guard that the committee is interested in that. 

Do you recall the figures we gave at the last staff conference I had 
with all Government agencies where we were dealing with the number 
of survivors of all wars ? 

Mr. Hueues. Yes. 
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Mr. Carnes. I would appreciate it a great deal if the Bureau of the 
Budget would take a look at that 266,000 figure which represents the 
number of dependents, parents, mothers and fathers, of World War 
II, and I would like you to amplify that a little more because on 
Thursday or Friday of this week we hope to discuss this further. And 
if you find any discrepancy or anything that will throw a little light 
on those figures, we would like to have that. 

What the situation is there, Mr. Chairman—we won't go into it this 
morning, but out of the World War II veterans there are 270,995 on 
the compensation roll and of those veterans there are 25,961 widows 
drawing compensation payments, and then 60,480 widows with chil- 
dren and those without children there are 133,471 drawing payments 
as survivors. 

The most startling thing is that by virtue of the 270,000 deaths 
there are also 266,000 dependents, mothers and fathers, drawing 
service benefits. 

What we are saying is that while we will get into that subject at a 
later date, if we provide some new system of survivors’ benefits and 
allow an election to existing survivors, that 260,000 figure will be of 
great concern to the committee. 

So, Mr. Hughes, if you will give some thought to that and see if you 
ean work with VA and provide the committee with some explanation, 
we would appreciate it. 

Mr. Bares. Thank you very much, Mr. Hughes and Mr. March. 
We will see you at a later date. 

Mr. Carnes. I would like to say before the gentlemen from the 
Bureau of the Budget leave, that they have given me a great deal of 
help in the past 8 weeks, as have the gentlemen from the General 
Accounting Office, and we are very grateful for the cooperation they 
have given. There is nothing they have not done to assist your 
committee. 

Mr. Bates. And, on behalf of the committee, we thank you very 
much. 

Mr. Hugues. Thank you; we are glad to do it. 

Mr. Bates. We will now hear from Mr. Eckert and Mr. Nelson 
representing the General Accounting Office. I told them for the pur- 
pose of this meeting this morning, we did not want any specific details 
we want to discuss the overall problem. 


STATEMENTS OF CHARLES E. ECKERT AND LLOYD NELSON, REPRE- 
SENTING THE GENERAL ACCOUNTING OFFICE 


Mr. Ecxerr. It is a very complex subject, as I am sure the com- 
mittee by this time is well aware, one which the General Account- 
ing Office has felt needed attention for a long time, not only in the 
area of consolidating benefits, which I think is absolutely essential in 
order to clarify the situation the chairman was talking about, but also 
the far-reaching significance of this program which tends to have a 
great impact upon our Federal budget and I think deserves or war- 
rants looking into at this time, as to what effect it is going to have 
in the future, be it in time of war or peace. 

The General Accounting Office has been very interested in the 
subject as certainly this committee knows, and 1 want again to em 
phas ze that we stand ready to do anvthing we possibly can to assist 


the committee. Lf | may a l estions, we Wil me ce 

do that. But I would like to say th We have found a 

in one of the tables in this report. [t is not too material, 

throws it ofl only sugntty. i will give new re ports and 1 
detailed sheets to Mr. Carnes, but in the last two tables of the rep. 
the social security figure was off a fe 


Mr. Carnes. Mr. Eckert, there is one question that we 
you to express yo irself on. or Mr. Nelson. 


On page | of the Kaplan Committee report, the « rt set g 
the annual cost to the Fede ii} Grover) ( ! v \} 
Kaplan is going to test Fy t] ifternoon, so we want t¢ lear this th 
up. The figure there of the cost of the S160 OASI wage er 
$240 million. That is predicated, of course, « laving a fi 
contribution base. We believe that this cost should be soi 


between $35 million and $42 million. 

We would like you to express yourself as to whether o1 
think this $240 million used in the Kaplan chart is a proper statement 
of the cost. 

Mr. NELSON. I think that =a very a {Ti ult question to answer wit 
out delving into the backerou id on which they esaleulate i the hgure 

Mr. Harpy. The fact they calculate this as the cost is What 
interested in, rather than the way they did it I want to get the prop 
cost. 

Mr. Eckert. I think the question is whether the Government 
contribute on a complete payment basis, or contribute on a part p 
ment basis. 

Mr. Kean. The Department of HEW desires to be reimbu 
all of this cost and have estimated the cost this year at between $ 
million $42 million. Is that $35 million or $42 million a substit 
for the $240 million figure ? 

Then you find the Kaplan committee recommendations would 
considerably more than the present setup; but by having us¢ 
$240 million plus which is the full tax base, they show a saving o 


$108 million. And before Mr. Kaplan appears this afternoon, the 
committee is interested in whether or not that was a means of shov 
a significant saving which does not represent the true facts 

Mr. Carnes. Mr. Kean, who is a member of the Ways and Means 
Committee, says that throughout the considerations of his committe¢ 
it was always the intent of Congress merely to reimburse the fund for 
whatever expenditures should have been charged to it. That is 
correct ¢ 

Mr. Kran. That is correct. 

Mr. Carnes. So that is a point we want to establish, if we can, be 
fore Mr. Teague has to leave. 

Mr. Eckert. I do not know that we have delved into that particular 
figure. In other words, it is a policy question, of course, as to whethe 
there shall be reimbursement of the fund on a payment basis, or o1 
an actual experience basis, and we have not oiven too much thought to 
that subject. Certainly I would be satisfied to say that the fund 
could be made whole based upon the experience factor at a smaller 
figure than $240 million. 

I can see nothing wrong with using the experience factor. In our 
overall approach to the problem, I think we had some feeling that 


while the social-security fund is large in itself, potentially it er 
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tain ly questionable as to whether it is fully sufficient to cover its 
obligations. 

Mr. Carnes. You are saying there is serious doubt in your mind. 

Mr. Eckert. There is some doubt. 

Mr. Carnes. As to whether the social-security payment covers the 
cost. 

Mr. Eckert. In other words, whether the present payment at 2 per- 
cent is sufficient to pay the fund enough to pay up. 

Mr. Bares. That is quite a different question than the one that was 
propounded. 

Mr. Eckert. I realize that. 

Mr. Bares. If you will address yourself to this particular question, 
we will appreciate it, because Mr. Kaplan will be here this homens 
and of course the representatives of the agencies and as a consequence 
this little item here is going to have some bearing upon the questions 
this afternoon. 

Mr. Harpy. Of course there is a question of policy involved here— 
the policy as to whether for the military wage credits the Govern- 
ment would pay the same bill as is paid in industry, or whether the 
Government would pay merely the actual cost which resulted from 
the military wage credits. I think that is a question of policy that 
has to be decided, but that is a little beside the question Mr. Carnes 
asked. 

Mr. Bates. I think it is a little more than a question of policy; it 
is a question of law. The law at the present time reads that merely 
the residual cost should be paid. It seems to me Congress has already 
expressed itself on that matter. 

Mr. Harpy. Apparently that is not too clear. 

Mr. Kean. Oh, ves; that was absolutely the intent of the Ways and 
Means Committee when it passed the law. 

Mr. Harpy. I do not doubt their intent at all. 

Mr. Kran. That was in the law. The law does not say that the 
Government shall pay the 2 percent; the law originally passed by 
the Ways and Means Committee provided that they be reimbursed 
for the actual out-of-pocket cost. 

Mr. Netson. I believe that was the 1946 amendment. 

Mr. Kean. Correct. 

Mr. Harpy. That was changed in the 1950 amendment. 

Mr. Netson. Let us say the original 1946 amendment provided for 
protection for 3 years after leaving the service, and the 1950 amend- 
ment put it on the same basis as commercial coverage, as far as that 
is concerned, and provided coverage for each month of service at the 
rate of $160 a month without any contribution by the Government. 
And with respect to the reimbursement feature, it was the 1946 amend- 
ment that did call for some reimbursement. 

Mr. Harpy. me this one did not even mention it. 

Mr. Netson. I do not believe it did, although I would not swear to 
it without some research. 

Mr. Harpy. If we do no undertake to develop policy—the policy v 
has already been developed by the Ways and Means Committee; at 
least, that is my assumption—— 

Mr. Kean. The policy has always been a temporary one. The 
Ways and Means Committee has not developed a permanent policy 





STUDY OF SURVIVORS BENEFITS 2 | 


with reference to these people in the armed services; it has just ex 
tended temporarily this $160 credit. 

Mr. Harpy. That is one of the things that scares me, as to whether 
or not the Kaplan report is going to attempt to change the policy. 
I think we ought to get to the question of what it actually costs to 
provide the social-security coverage to the military. Now is that 
residual calculation—and I think that is the key to the whole ques 
tion—is that the residual calculation which is currently being used 
and which accounts for the $35 million figure which has been sub 
mitted as being the cost for the current year? Is that residual ap 
proach actually paying the military cost, or do we have to go to the 
system of 2-percent buildup in order to pay the military cost ? 

In short, if I might express my personal feeling at the moment, it 
is this, that Uncle Sam ought to pay all of the costs that are involved 
in providing social security for the military, but it ought not to sub 
sidize any private industry in so doing. That is my own thinking 
about it. And the question I would like to ask is what it takes for 
the Government to defray the cost of providing social-security cover 
age for the military. 

Mr. Nerson. I believe that we might analyze it this way: Under 
the social-security amendments in 1954 you can drop out the low 
5 years in calculating your wage credit. 

That throws another complic ation into this whole picture, but let 
us say this: The man in civilian employment earning, Yet us say, $160 
a month for 3 or 4 years—let us say in earlier working years—would 
be paying a 2-percent tax and his e mployer would be paying a 2-per 
cent tax. Still, at his retirement 35 or 40 years hence, he would be 
able to drop out those low 5 years, having already paid a tax 088 
and his ee er having paid a tax. Therefore, the fund would 1 
ceive that 4-percent revenue during those years, but it was dlininétel 
in calculating the amount of his retirement. 

I believe, in applying logic to this, that it would be appropriate for 
the Federal Government, putting military under the social-security 
system, to say that the man and the Government would pay 2 percent 
and 2 percent, a total of 4 percent, even though that may be thrown 
out in the calculation of his benefits 35 years hence. 

Second, it does provide his beneficiary currently with benefits, u 
der the Kaplan plan and the Social Security Act. 

The Kaplan plan says: 

We will eliminate the six-quarter requirement; you have coverage the moment 
you enter service . 

He does get that protection out of the 2 percent he pays and the 2 
percent the Government would pay. 

Mr. Harpy. The Government pays that 2 percent, and he gets that 
protection under the present system. 

Mr. Netson. Under the present system he gets free wage credits of 
$160 per month. 

Mr. Harpy. And under the present system the Government is pay 
ing the total cost of paying the beneficiaries, if he is unfortunate 
enough to collect on it; is that not correct ? 

Mr. Netson. Yes, sir, the old-age and survivors insurance fund 
pays it. 

Mr. Harpy. Of course, we should pay that. There is no argument 
in my mind about that. 
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Mr. Newson. Let us Say that the P16U he is earning now currently 
unde present law is giving him additional years of coverage and addi 
tional dollars of coverage for calculation of his credit after he leaves 
the military service as well as while he is in the service. He is gaining 
omething from that, which is to his advantage under present law. 

Mr. Barrs. Sometimes. 

Mr. Necson. Yes. Again, it depends upon his level of wages, an 
whether he will eliminate this or not. 

[ am not an actuary, and hold this view after studying it not as an 
actuary: It seems to me that the Government's liability under current 
law should be measured by the tax rate, 114 percent and 114 percent 
until the new amendment went into effect, and now 2 percent and 

percent. That would be a correct measure of the Government’s 
obligation under the present law. If that calculates to $240 million 
that would be the correct amount. 

Mr. Carnes. Mr. Nelson, if that were done the due bill that the 
old-age and survivors insurance trust fund has against the Federal 
Government for these $160-a-month payments would be then an esti- 
mate of 8 to 11 billion dollars. That is completely contrary to what 
Mr. Kean says was the intent of the Ways and Means Committee whe 
the law was passed. 

Mr. Netson. I do not know how you have calculated the 8 to 10 
billion dollar figure. It seemed a little bit high to us. We did some 
figuring on it, roughly, and back at the office it looked more like prob 
ably 3 or 4 billion dollars. 

Mr. Carnes. Going back to 1940? 

Mr. Netson. No, I do not believe you would go back to 1940, because 
there was a different kind of protection in effect from the 1946 amend 
ments until the 1950 amendments. You see, the 1950 amendments are 
those which provided in effect typical commercial protection. The 

1946 amendments gave something very special. It did not give him 
protection while in the service, only for 3 years after he left the service. 
That was the provision of 1946. 

The 1950 aaaanedde gave him protection in the service if he had 
six quarters of coverage, and it continued, of course, after he left the 
service. 

Mr. Carnes. Then you feel that the $240 million figure—— 

Mr. Kean. Wait a minute. I do not think that is correct. 

Mr. Netson. All right. 

Mr. Kean. My memory is that the $160 credit was given to the people 
while they were in the service, too. 

Mr. Newtson. It is now, under the 1950 amendments. 

Mr. Kean. Back in the war days I think we gave them credit while 
they were in the service, as well as for 3 years afterward. That is why 
you are talking about going back to 1940. 

Mr. Carnes. Yes, sir. 

Mr. Kean. We gave them credit. 

Mr. Netson. Let us say that under the 1946 amendments, as we 
have understood them in our reading of them and diseussions with 
OAST, they provided 3 years of protection after leaving the service. 

Mr. Kran. And also wave ¢ edit for the time the were in the 
service. 





Mr. Necson. Not according to the fo 0 sve from So 
Securitv: but I would not want to pute that It is better that ve 


vet that directly from HEW. 


Mr. Carnes. Are you saving is killed ba 
th no other social-securitv credits, dno pr ect credit 

Mr. Netson. That is correct der tl 46 amendment 

Mr. Carnes. So { eopl World War I] 


presumed creclits whatsoey 
Mr. Newson. Correct. 
Mr. Carnes. Mr. Kean, you are of 
Mr. Kean. I am of that opinion 
\Ir. ( \RNES NIy Kilso. ~ do you have a yV view ( that ¢é \ir. I 
SOL 1S from the Lego 3] itive Cou se]’s oth é 
lt 


Mr. Finson. 


4 , ‘ 1 l ] , 
the difference was that under the 1946 act, which has not expired To 


s 11l\ lia pression t | ey dit ive coverage, 
all practical purposes, they also had the 5-year provision afterward 
But the coverage itself was the same 


Vir. CARNES. Tl at . the basis, Mr. Nelso ~on whk t hie aS 


to $11 billion figure was arrived at. I was under the impressior 
talking with HEW that the payments did not go back retroactive 
but that the credits went back retroact ely Phat wif wid 
a child lost her husband in 1940, 1942, or 1945, and had not rema 
she could not get retroactive payments, but the credit Were 
retroactively and she could draw social-security benefit 

Mr. Newson. In other words, under that terpretation 
about 400,000 deaths, I guess, in World War II—there cor 
been developed a potelit al 400,000 claims under social security, beg 
ning in 1946 and forward, having a retroactive application to 194 
1943, and 1944. 

Mr. Eckert. I think the point he makes is that they would be effec 
tive in 1946. 

Mr. NELSON. They would begin paying them in 1946 / 

Mir. CARNES They would begin paying then L465 ye 


\Lr. NELSON. If that be the correct interpretation, lL would prea et 
we have a number of instances in this country where people are entitled 
to file claims and have not filed a claim. The 1950 amendme 
provide retroactive wage credits of $160 per month. 

Mr. ("ARNES. To vel back to my specihie question, which I asked 
before: OAST in a letter to the chairman says it is carrying out specifi 
cally the intent of the Ways and Means Committee. They say that 
they only want to be reimbursed, and that in the event the committee 
recommends a hew program they hope that the old program Ww L] be 
terminated and the liability of the Federal Government under the ol: 
program at least acknowledged by the Congress. They are hopi1 og 
that would be a recommendation of the committee. 


l 


They say that the cost on a reimbursable basis not merely Vhat 


they will pay this year, but projected : to what they will have to pa 
for the life ot the claims occurring This Veal wil] rill some vher 


between $35 million and $42 million. By the same token, they revised 
the S750 million fieure, the three quarter billion-dollar ngure, Vv h 
Mr. Kaplan uses his report on page 2, to $590 million, because of 
the effect of the new dropout provision, the 5-year dropout. They fee 
that will effect some savings and that the liability will not be as great 
to the Federal Government, as originally calculated 
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So they have come in and said, “If you are terminating the program 
and starting a new one, we want to get what is due us, and we think a 
total bill through July 1, 1955, will be $590 million, projected,” and 
they think the liability this year will be $35 million to $42 million. 

In this chart on page 1 of the K: iplan report, it says: 

Comparison of annual costs of present and proposed military retiretue 
survivor benefit provisions. 

If you substitute for the $240-million figure a $42-million figure, 
which is the total that has been estimated on a reimbursable basis, 
then you completely change the complexion of the Kaplan recom- 
mendations, for instead of saving $108 million it will cost considerably 
more than our present system. 

The point that the committee is trying to ascertain is whether 
or not the Kaplan Committee was on sound ground in putting in 
that. $240-million figure, or whether that figure was put in there 
merely to reflect a savings in the overal] program. 

If you acknowledge that the means of calcul; ating the liability is 
correct for calculating the $240-million figure, then when you go 
over on page 2 of the same report they say the aggregate amount 
due is something in the neighborhood of $3, billion. If you acknow] 
edge the premise on whic h they base the $ 940) million then their esti- 
mate on the next page of $%4 billion i s far. far too low. So there 
seems to be a basic inconsistency there. 

The question which T think the committee would like to have 
answered is whether or not the $240-million figure in your opinion, 
again, represents what is the annual cost or what should be the annual 
cost to the Federal Government. Is that not the question, Mr. 
Chairman ¢ 

Mr. Bates. That is correct. 

Mr. Eckert. I do not know what we can add to what Mr. Nelson 
has discussed. Of course, we believe and have recommended that 
that liability be determined and extinguished if we enter into a new 
program. 

As to whether or not this should be on a reimbursable basis. a1 
actual-experience basis, it seems to me it will have to be determined 
by the Congress, with great weight on the hearings, and so forth, 
as to when the $160 credit was put in. I frankly would not want to 
commit the office this morning on that. 

Mr. Carnes. Let me ask Mr. Kean one question. Mr. Kean, do 
you feel that the committee may be begging the question to pursue 
this point, or do you think it is fundamental to the committe’s con 
sideration ? 

Mr. Kean. I think it is very fundamental. 

By the way, with reference to what you were saying, I was reading 
here from Mr. Meyers’ report : 

Wage credits for most of the period in question- 

That is, going back to 1940-—— 
were provided retroactively but with no provision for retroactive payments of 
survivors’ benefits resulting from the wage credits. 

Mr. Ecxerr. Yes. 

Mr. Kran. That is what you have in mind: the fact those survivors’ 
benefits were paid for people killed in the war. But the wage credit 
was given to the people. 
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Mr. Netson. Retroactively. 

Mr. Kran. And the intention was so that their social-security re 
ords would not be broken by the fact that the Government had 
them away and made them enter service. 

Mr. Netson. That is correct. 

Mr. CARNES. Therefore, that would co siderably alter your ceaicula 
tion of $3 billion or $4 billion lability, would it not, Mr. Nelso: 

Mr. Netson. Well, let us say it would probably increase it 

Mr. Carnes. Yes. 

Mr. Netson. Yes, sir: I think it would increase it. 

Let us say this, for 1 would want to fill in one point: The $24 
million mentioned in the table on page 1 in relation to the $34 billion 
on page 2, is on a different basis. 

Mr. Carnes. That is exactly the point we were trying to make 

Mr. Netson. That is correct. 

Mr. H. ARDY. In other words, if the ‘vy were going to be consistent and 
use the three-fourths billion dollar basis for the first table, you would 
have had to come up with a figure of somewhere around $30 millior 

Mr. Carnes. $35 to $42 million. 

Mr. Harpy. $35 to $42 million. 

Mr. Netson. I think that is right. 

Mr. Harpy. Then if the basis is proper the savings indicated on page 
1 are nonexistent. 

Mr. Carnes. Mr. Filson, did vou have something to add ? 

Mr. Firson. I think Mr. Kean said that the 1946 act did not give the 
credits, but the 1950 act gave them retroactively, which I believe is 
correct. 

Mr. Carnes. Mr. Chairman, unless you desire to pursue this a little 
further we have established that point in a broad way as much as you 
wanted it established this morning, unless Mr. Kean or Mr. Hardy 
want to pursue it further. 

Mr. Netson. I would like to add something to the reasoning involved 
here. 

If in commercial employment you are in the $160 wage credit fo: 
several years, and those years are dropped out, the fund did receive the 
4 percent tax revenue. That would not be returned to the employee o1 
totheemployer. The fund will retain that money. 

Mr. Harpy. Let us take a look at that. Assume that all these people 
on $160 a month income are paying 4 percent into the fund. Those 
people are staying in a covered employment. ‘There is a cumulative 
benefit to the employer involved, it seems tome. On the other hand, 
under your military credits most of them are in there only 18 months 
to 2 years. 

Mr. Netson. Yes, sir. 

Mr. Harpy. Do you mean to tell me that you place the actual cost o1 
the same basis to the preferred risks of the military? I am talking 
about costs now. Would you say that it is proper that the Govern 
ment pay the 4 percent into the fund for this $160 assumed credit ? 

Mr. NELSON. Well, it seemed to me that you would put them on a 
par, the Government military group and the civilian commercial] 
group. 

Mr. Harpy. How can you put them on a par when you are taking a 
group of people, most of whom have never been emp loved before, anc 
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vou are putting them in vempor ivy jobs? [It is not intended De 
permanent job, except for a relat at few regulars. 

Mr. Nerson. That is right. 

Mr. Harpy. It is a temporary job. Any obligation in connection 
with it will have disappeared within a very few years after they get 
out of service. 

Mr. Carnes. Mr. Nelson, let me ask you one question. 

Mr. Netson. Yes, sir. 

Mr. Carnes. I realize you are concerned about the loss to the fund 

Mr. Newson. Yes, sir. 

Mr. Carnes. For all the people who go to college and for all the 
people who participate in employment that is not covered by social 
security, but who later come under covered social-security employ 
ment the fund has lost during that period when those people were in 
college or were in employment not covered, to the same degree that it 
would have lost for these people who were in the military service for 
a temporary period ? 

Mr. Newtson. Yes: except that while they were in college or under 
uncovered employment they did not create any liability against the 
fund, either for retirement purposes in the future or for survivors’ 
benefits currently. 

Mr. Carnes. I think Mr. Hardy’s idea is that the Government cer- 
tainly has a fundamental obligation to reimburse the fund for all 
liability incurred. Is that correct ? 

Mr. Harpy. That is correct. But I do not think that the Govern- 
ment has any obligation for assuming any subsidizing function for 
the short-term e mp loyment or for the lowe *r-pi aid jobs when every risk 
it has is a preferred risk and when the majority of them are strictly 
temporary Jobs. 

Mr. Carnes. I should like to come back and ask the question once 
again: I think we have established fairly well that the $108 million 
saving is purely predicated on the $240 million and is brought about 
as a result of calculating the $160-a- month wage credit at $240 million. 

Mr. Ecxerr. I think there can be no doubt about that, Mr. Carnes. 
If that figure changes, of course the reflection would be that the cost 
of the new program would change. 

Mr. Carnes. In your report it was your thinking at that time, as 
well as I remember, that the Government really had an obligation 
to the OASI fund of some $3 billion or $4 billion. 

Mr. Netson. We indicated that would be one possible way of cal 
culating it. 

Mr. Ecxerr. I do not think we said that was the obligation. 

Mr. Carnes. You pointed out that was one way of calculating it. 

Mr. Eckert. Yes. 

Mr. Bares. But that was based upon a different interpretation of 
che law than what. we envision it to be now. 

Mr. Ecxerr. We did not intend to interpret it. We merely pointed 
out that if it were interpreted this way it would be that much. We 
asked that the Congress make the determination. 

Mr. Nevson. Yes. 

Mr. Bares. You have cross currents running both ways. 

Mr. Newson. Precisely. That is the reason that the Government’s 
liability, instead of being three-quarters of a billion dollars, may be 
590 million, because of the 5-vear dropout. That only means in ¢al- 
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culating the amount you pay the man you disregard his years in the 
service and take the number of nonservice years to calculate on. 

Mr. Eckert. That figure, being $160, is low. You assume if a mat 
voes out under covered employment na majo. It\ of cases that is going 
to be the low vears ora portion of the low years, 

Mr. Barres. Mr. Kaplan’s report says that most persons drafted into 
he service from C1V ilian lite have the ir lifetime average wages low ere ad 
vy the $160-a-month credit. 

Mr. Eckert. I think there can be no doubt about that. 

Mr. Kran. That is if a man retains his health and never loses his 
job. 

Mr. Eckert. That is right. 

Mr. Kean. If he loses his job for a year, or interrupts his work at a 
job, he will use the dropout. 

Mr. Bares. That is what I had in mind when I mentioned the cross 
currents. They go both directions. 

Mr. Nt LSON. How ever, if he had not had the $160 wage credit while 
n service his average would have been even low er. 

Mr. BaATEs. In some cases, 

Mr. Netson. I think in most cases. 

Mr. Bares. In the ease he mentions ? 

Mr. Kean. Zero is lower than $160. 

Mir. Bares. If a man gets out and gets a higher covered wage rate 
until he is 65, under the old law, and without the 5-year dropout, 
then it appears that perhaps the fund should have owed the military 
something, because they are actually getting eredit for that period 

Mr. Netson. I do not believe so. 

Mr. Eckert. | do not follow that, either. 

Mr. Netson. In other words, if the man in civilian employment had 
an average of $300 a month throughout his lifetime and had been in 
the service 2 years without social security that would drop to $270, 
let us say, for discussion purposes. With the $160 wage credit it 
would drop, let us say, to $290, 

Mr. Bares. What happens after the 40 quarters? 

Mr. Bares. He is permanently insured. Can he increase that rate ! 

Mr. Netson. Yes. 

Mr. Bares. Up to what point ¢ 

Mr. NELSON. The maximum under the ol law was $3500 a mont 

Mr. Eckert. Now it is higher. 

Mr. Netson. Now it is $350. 

Mr. Kran. The veteran insurance does not have anything to do 
with payments. All it means is that he is going to be paid something 
at the end of his time. It is still based on the average, over all h 
working lifetime. 

Mr. Ecxerr. That is why you cannot determine it at any give 
time. 

Mr. Bares. The only point is that if the fellow had not gotten 
into the service he would have gotten more. 

Mr. Nexson. If he had not gone in, yes. 

Mr. Bates. As a consequence of his going into the service, only 
jest I said that perhaps this fund owed the military a little credit, 
too. 

Mr. Netson. I thought you meant he had 
security protection. 
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Mr. Bares. I see. Mr. Kean, do you have any further questions ? 
Mr. Hardy ? 

Well, gentlemen, > you have anything else to present? 

Mr. Carnes. We have two more questions to ask, Mr. Chairman. 
We will ask these Saas in executive session, because we are 


afraid someone may misunderstand the intent of the committee if we 
ask them in oe lic session, 
We would like to have briefly your expressions on whether it is pos- 


sible, with reg: nd to benefit payments, let us say, to confine them to 
the two, social security and veterans’ compe nsation, and whether or 
not those payments could be made by 1 agency or by 1 check, or 
whether there could be 1 certify Ing agency th: at would certify to both 
of the agencies that the payment should be made # 

The committee is interested as to the degree of this. Even though 
we are reducing the survivors’ benefits to two agencies, we are inter 
ested in whether we may further simplify the thing so as to be sure 
that the survivors get what was the intent of Congress that they 
receive, and to simplify the administration for the survivor. 

We sho ule | like to have you express yourse slves on wh: il you think 
the practical possibilities are of even further simplifying the admin 
istrative details involved here in paying survivors’ benefits. 

Mr. Eckert. I would like to say here, Mr. Carnes, that the General] 
Accounting Office feels that this unification or simplification of the 
procedures will probably be the most important element of revising 

urvivor benefits, to bring it into the least number of agencies. It 
appeared ridiculous to us to view the gymnastics that have to be gone 
through to determine what is payable under any given circumstance 
of death in the service or as a veteran. 

I believe that it would be possib le for this to paid from on 
agency, with possibly certifications from at least ne two agenc 
I will ask Mr. Nelson to comment on that in a minute. 

My thought would be that there would be nothing wrong, and 
stopgap, to having Social Security, for instance, make the complete 
payment based upon, let us say, a certification from the Veterans’ Ad 
ministration on the service compensation angle. It would be my feel 
ing that, first, social security should be the basic program. 

| might interject right here that we feel pretty strongly that any 
service compensatio n, if that be the decision of the committee to 
recommend, shoul | be adjusts ab le to soe li al sec ur ity. 

Mr. Carnes. You mean as social security may subsequently be in 
crease dd in years to come that it be : adjus table ? 

Mr. Eckert. That is right. 

Mr. Carnes. Is that the type of adjustment ? 

Mr. Ecxerr. That is right. 

I would like to point out just in the Kaplan Committee report the 
variance in the figures as to what social security is today, which was 
taken before the 1954 amendments, and the amendments that have 
affected it. I would assume, if Mr. K: apls in has established the figures 
he has for service compensation, that if the “y were based upon soc} al 
sec urity pr lor to the 1954 amendments they shoul l be adjus ted down. 

Mr. Carnes. Let me interrupt you for a moment to mention some 
thing to the Committee. 

Mr. Kaplan, in writing his report, set forth these charts and tables 
which he felt were a minimum dollar-and-cents level under existing 
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conditions, certainly, that people should have. Su t those 

were written and his report was actually submitted the 1954 amend 
ments have gone into effect. Therefore, you have in some cases p 
ments higher than what fs te was the level that was require l in dol 


lars and cents. L think is the point that Mr. Eckert has made 
In reading the Suctiad ‘ommittee report and all the committee's 
deliberations, the information which we have, in order for it to be 


authoritative, is predicated upon all action prior to the 1954 amend 


ments. so all the benefits are slight ly understated to that extent. 

Mr. EecK1 rT. | think that goes as high as S40, Vir. ¢ varnes, In a @1vel 
instance, which of course is material in connection with service 
compensation. 

| merely wanted to make that general statement, that the closer we 
can consolidate these things the better. Ithink the ultimate would be 
| program, 1 agency. I do not know that that can be accomplished, 
but ] believe ner it could be accomplished, at least for tl] 
payment of the benefits. 

Mr. Carnes. What about the.certifying of ihe benefits, where a 

; copie s to 2 differer 





1e 


‘ 
widow has to submit 2 t agencies of her m: riage 
license or birth certificate for the children ? That would | St 
important as consolidating the payment aspect 

Mr. Ke KERT. | think it probably would be more il portant, beca ¢ 
there is where you get into the difficulties of the different agencl 
In other words, it would help you very little » to ISS ie one che k Those 


go on a machine, and they go out automatically, once certificat 
been made. 


Mr. Carnes. But there is some saving. 

Mr. Ecxerr. There would be some saving. However, the big cost is 
in this duplication of effort in the certification by 4 or 5 different 
agencies that “Yes, this widow is entitled to so much from here, so 


much from here, here, and here.” 

Those are the areas where the cost, 1 seems to me, 1S involve a. 

Mr. Harpy. You only have to make that computation once, whereas 
you have to be paying these « he ks every month. 

Mr. Eckert. Well, that is true. Mr. Nelson might indicate what 
the cost of issuing a check 1s. We had some figures on 1 Once they 
go on a mechanical basis then there is no change in the cost of issuing 
a check, which is comparatively minute, i might LV. 

Mr. Netson. I do not recall precisely, but I believe the Treasury 
cost for issuing this type of a check is somewhere around 4 or 5 cents, 
and then there is the postage, so it is 7 or 8 cents, ] 
the agency in doing the accounting for each of these many account 

Mr. Bates. There is nothing minute about that. 

Mr. NELson. = you mu Itip sly es by 12 months in the year, time 
the number of thecks issued, then 1 t doe turn out to be something 
material. 

Mr. Bares. I should like to pursue that a little bit further, to clarify 
my thinking. 

With the representatives of the Director of the Budget here, they 
referred to the fact that the Treasury Department writes a couple of 
checks. 

Mr. Netson. Yes. 

Mr. Bates. Do they mean that some ae officer under Gen- 
eral Accounting does it in the name of the Treasury Department ? 


. plus the work done at 
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Mr. Netson. The way OASI and Veterans are set up, and most 
civilian agencies, the Treasury does the disbursing. The adminis 
trative agency certifies the voucher and the payments, and those are 
sent over to the Treasury, and from those vouchers the Treasury 
writes checks and mails them. 

Mr. Bares. Is that done on a monthly basis? 

Mr. Netson. Yes, it is done on a monthly basis on these monthly 
recurring payments. 

Mr. Bates. They send over a schedule of disbursements or some 
thing along that line, and they are paid from that each month ! 

Mr. Newson. Yes, sir. 

Mr. Bares. Duplicating everything they have done in the past, plus 
whatever changes have transpired since then ? 

Mr. Newson. Yes. 

Mr. Ecxerr. I might say that is an area that is receiving consider 
able attention at the moment, as to central disbursing in the Treasury. 
There are some discussions going on now. 

Mr. Netson. I might add that steps are now being taken to transfer 
disbursing from Treasury to OASI in the case of the Birmingham 
area office. That is the first one to be transferred. 

Mr. Bares. You had started to tell us about this consolidating when 
[ interrupted. 

Mr. Netson. I had started to say there would be some saving accom 
plished if they can consolidate. The background we have to recognize 
is that the Veterans’ Administration as an organization represents 
the focal point where anyone with a veteran’s interest can go to deal 
with the Federal Government. 

As Mr. Eckert pointed out, the principal agency making these types 
of payments would be the OASI. Therefore, if there should be a 
merger of the veteran’s compensation with OASI the merger will 
necessarily have to go from the VA into the OASI. I think there you 
will run up against a political situation in the veterans’ organizations 
and so on, as te whether that function should be removed from the 
Veterans’ Administration. 

Now, if the adjudication feature were left in VA and OASI, the: 
the survivor, the widow and children, would still have the problem of 
dealing with two agencies in order to arrive at the amount to be paid. 
Once that determination had been made the arrangements could be 
made, I am sure, to have the OASI do the subsequent accounting and 
subsequent issuing of checks, and therefore issue 1 check instead of 2 

Mr. Ecxerr. I wonder about that, though, Mr. Nelson. It seems 
to me one of the things we are concerned with here is to have several 
agencies where this widow must approach. That is the thing that 
bothers me. 

Assuming we could ever get this down to our two basic agencies 
I certainly agree we probably can never accomplish the removal, and 
| do not know it would be feasible to remove the certification and so 
forth of this compensation from Veterans’ Administration. But it 
would seem to me that something could be accomplished by providing 
OASI with the means of getting the information; to at least be the 
central source to get all the information from this widow or from this 
beneficiary, and then to take steps to pay those obligations and pos 
sibly refer the matter to VA for a certification as to whether those 
additional payments should be made by OASIT on account of veteran’s 
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service. At least we would bring it to one source to beg! Wil i 
think that is a serious matter. 

Mr. Carnes. Would it be at all possible, between the two age ; 
with their respective heads, to delegate authority to a certain group 
or a committee, hav ing 5 or 5 people from the Veterans’ Administra 
tion and 3 or 5 people from the OASIT, letting them jointly have 
access to all of these papers, marriage certificates, birth certificate 


and all the detailed facts, and ther letting that committee make a 
certification to its own agency ? 

Mr. Eckert. Well, I think that it would be too big a job for a 
committee. I think what I really had in mind was the possibility 
of having OASIT, upon the indication that it is a veteran’s widow that 


Is concerned—of course, in conjunction with VA they would know 
what information to develop—having OASI develop the information 
and advise the VA that “we have a marriage cert ificate,” or else sence 
the file to VA and have them certify as to whether there is additiona 
compensation authorized to be paid in that case. Then OASI would 
continue to make payments. 

Mr. Carnes. Mr. Chairman, [ think our purpose in pursuing th 
and particularly in pursuing this in executive session—was that we 
did not want to broach this type of subject in the early days of om 
public hearings, because someone may prematurely and incorrectly 
draw the conclusion “I see what they have in their minds.” 

However, I do think this is the type of thing we will come back 
to in the closing days of the session, to give further deliberat is 
to what is the feasibility of trying to consolidate the adjudi ition of 
claims or to consolidate all payments of claim 

So if you will all leave on notice that we will come back to that 
item we can dispense with that, Mr. Chairman, if it is agreeable to you. 

Mr. Ba rEs. Of course, I think the services themselves can do a better 
job than they are doing at the present time, so far as informing people 
in the service as to what these benefits are is concerned. 

Mr. Eckert. Mr. Chairman, I think there can be no doubt about 
that. Ido believe that the different benefits have growh up piecemeal 


} 
i 


over the years, and I realize it is a very difficult problem to say under 
all facts and circumstances just what this particular widow is e1 
titled to. But certainly I think the committee should envision a 
program that would at least be simple enough so that every man in 


the service, whoever woes into the service, can get just a little piece 
of paper hike this |indicating| and give that to his wife, or file it 
in his safe deposit box or something, and that will tell her what to 
be done. 

Frankly, I think a great stride would be made if we could get 
that far. 

Mr. CARNES. We have one furth } questiol to ask and then we witl 
be through. Do you feel that the Kaplan proposal as set forth in 
part 2 of his report will survive the test of time and prove adequate 
to the needs of the military both in times of war and in peace, or do 
you feel it is primarily a wartime program or primarily a peacetime 
program ¢ 

Mr. Eckert. No. I think the approach of the Kaplan Committee 
of course, you understand we have certain reservations as to portions 
of it—the approach he has taken, I believe, would develop a program 
which would stand the test of time. 
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Mr. Carnes. All right, sir. That is all. We would be glad to 
have you all at 2 o’clock th ifternoon. 

Mr. Bares. Thank you very much, Mr. Eckert and Mr. Nelson. The 
committee will stand in recess until 2 o’clock. 

(Thereupon, a recess was taken until 2 p.m. of the same day.) 


Mr. Bares. The committ " il] please co ne to ordet 

We are ples ised to have w ith us this ache Mr. H. Eliot Kaplan. 

Mr. Kaplan, will you please come forward and sit up here, sir; and 
you may bring with you any of your associates whom you would like 
to have assist you. 

Mr. Kaptan. I wou ld like to have two of them with me, sir. 

Mr. Bares. That will be fine. We are glad to have them, Mr. 
Kaplan. 


STATEMENT OF H. ELIOT KAPLAN, CHAIRMAN ON RETIREMENT 
POLICY FOR FEDERAL PERSONNEL, ACCOMPANIED BY CAPT 
JOSEPH B. HOYT, USNR, SPECIAL ASSISTANT TO THE CHIEF OF 
NAVAL PERSONNEL, AND ARMIN SURGIES, TECHNICAL CON- 
SULTANT ON SOCIAL SECURITY MATTERS OF THE KAPLAN 
COMMITTEE 


Mr. Kapitan. Captain Hoyt is familiar with the technical phases 
of this work, and Mr. Surgies is familiar with the social-security ph 

Mr. Bares. Will you please give all the names to the reporter ? 

Mr. Kapuan. | ight say that our committee availed itself of the 
services of Fesiein Hoyt during our actuarial deliberations, but not 
on deliberations of policy. 

Mr. Baves. Mr. Kaplan, this is our first session on this matter, 
although we met this morning briefly. We are still in the exploratory 


stage, : q@ our cou se] has a rev questions here wi | We Wo lcd | ke 
If we could start off with that, sir, [ think it might get us o1 
if tt ick 


Mr. Karnan. Fine. May I just make one statement before hi 


Mr. Bates. Yes, sir. 

Mr. Kapitan. For the information of the committee, I] oht state 
that when ow committee organ zed for the purpose ol study ng th S 
he Federal Gov 
ernment, in light of the directive given by the Congress under Public 
Law 555, we sort of “left our coats outside,’ > in the sense that all pre 
conceived notions that any member of the committee might have had 
about any pension plan was to be forgotten until we assembled all es 
sential facts and data. 

We were to approac ‘h this entirely de novo and objec tive ly. For that 
reason, we spent most of our e arly period of study digging out the 
facts with respect to each of the pension systems before we made any 
single recommendation, or determination of policy. 

Mr. Batrrs. Now, you know what we are going through at the 
moment. 


whole problem of reviewing the pe nsion systems in f 


a 


Mr. Kaptan. Exactly. 
Mr. Bates. Mr. Carne 
Kaplan and his associates 
Mr. Carnes. Yes, sir. 


j 
J 
Ww 


Mr. Kaplan, would you give us the background of the formation of 


the Committee on Retirement Policies { Keck | Personnel « rely 
trom the very beginning from the days it wa the talking stage u 
the time you actually submitted yout final re { i ickg? I 
material for the committee / 

Mr. Kaptan. I would be glad to 

As ] recall it, the preceding (onere t before adjour} nit 
July 1952 after having deliberated over a number of pension amend 
ments to the Federal civil service pen plan, particularly, found 
itself in a position where it could not enact the kind of legislat 
many had hoped would be Wiopted lett 
journment, 

One of the basi proble t O t te | 
who had retired from ervice, and who t 1’ tr Alloy ( 
fo nd to be inadequate. There wa ‘ ible agitat 
ng the pension of retired employees by ¢ the pen ip to 
certain point. 

There were a number of | eto) he Cong ! { ( 
iltimately obta { the favor of t ( 
mended an adjustment of per ( t id ¢ hose I} rt { 
allowances were not in exc of, L be ve, $2,161 na the 

as a 25 percent increase, but not ex { 53 oO! met 
effect. That is all really collateral] 

The real issue was 1 ed as te ho } rt ( 
Should it be pla the civil-se ) Dil rund 
ind the various retirem¢ ‘ 
ippropriation by t Congre 

Congress was not 1n a position to 1 rop! 
the session. Tentatively, they placed t t on tl e] 
firement system, with an understand Y that t} ( y | 
sumably make some special appropriat » make up for it ¢ 
that year, or for subsequent ye yuld it be T 

During the course of the dis er ( lerab 
as to whether these pr l yst yua ro! 
example, particularly the civil-service retirement syste1 

The Civil Service Commission, as I re est ted th 
crued liability of the fund would prol bh] ! int to $ billie 
Others contended that it 1 ioht be as high $25 billior Ol )) i 
the temerity to suggest that 1f you m ra he Feder 
pension plans, would exceed the 0 } 
$9250 billion 

Well. the Members ot (C‘ongress be ame ore tly concer! ed is to ] { 
what direction all these pension plans were taking. The Budget Bu 
reau made a recommendation to the Committee that it was time for 


some study to be made of all the Fede 
just what we do have in the form of | 
parative benefits in the various system 
ties of all these pension p! 
mately have to meet. 


lans might be that the taxpayer might ult 


ral pensions plans to determi 


enents, their scope, the r col 


S. ind what the AC rued | ib 
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The Committee incorporated in one of the bills a recommendation of 
the Bureau of the Budget for the appointment of a special committee 
to make a survey of all the pensions plans in the Federal Government. 

This committee was designated as the Committee for Retirement 
Policy for Federal Personnel, to consist of the Secretary of the Treas 
ury, the Secretary of Defense, the Chairman of the Board of Gover- 
nors of the Federal Reserve bank, the Chairman of the United States 
Civil Service Commission, the Budget Director, and a chairman to 
be designated by the President. 

In November 1952—this was about 4 months after the Committee 
had been established—the President designated me as Chairman. 

The Committee met for the first time on December 8 in the White 
House, and at that time we laid out the basic policies that the Commit- 
tee would follow in the course of its studies, and also a preliminary 
estimate of the costs involved. 

Of course, some of you may recall that there was a transition shortly 
after December 1 52, and ther ‘re ae it became necessary to aw: ut the 
new appointees to the ex-officio positions represented by some of the 
Cabinet officers, but fortunately our Committee went ahead with its 
preliminary work until the new Committee could be organized. 

The President made available from the national defense fund 
$50,000 to carry on the work of the committee down to, I believe, 
April 15 of 1953. 

The Committee was reorganized in the early part of March 1953 
with the new members coming in office, and at that time we became 
more permanently organized. In the meantime, I had selected a staff 
for the Committee. The staff was recruited through the good offices 
and excellent aid of the Civil Service Commission with the exception 
of one member of the staff—the executive director—who was borrowed 
from one of the large private companies to organize the Committee’s 
technical staff. 

All members of the staff came from the civil-service registers, or 
were borrowed from other agencies of the Federal Government. 

We asked the Congress for an appropriation of $400,000 for the 
work of the Committee, which, incidentally, originally was to con 
tinue only until December 30. 1958. a period of 18 months after its 
establishment. 

Because of the late start of the newly reorganized Committee, 
which carried us already down through March 1950, we realized we 
would not be able to make our report in time. The Congress then ex 
tended the life of the Committee until June 30, 1954. The President 
requested an appropriation of $400,000, as I said, for this Committee’s 
work based upon the recommendation of the Bureau of the Budget. 

We ultimately received an appropriation of only $225,000 and I am 
glad to say that even with reduction in the appropriation our Com- 
mittee was able to return $47,000 of the $225,000 when it completed its 
work. 

The Committee was in operation continuously from the time of the 
reorganization, with the members of the Committee in attendance at 
meetings practically every week. The members of the staff had al- 
ready been under way long before the Committee was reorganized. 

Fortunately, because of that the transition from the old administra- 
tion to the new one enabled us to ¢ arry on an intensive inservice train 
ing program for our own staff. 
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So that by the time the Committee was able to get fully under wa) 
on policies, a great deal of spadework had already been done by ow 
technical staff and, believe me, they did a whale of a job. 

Mr. Carnes. Mr. Kaplan, that seems to lead to my next question 

These people whom you brought from the Government, were they 
actually given to you on a full-time basis, or merely loaned to you o1 
a part-time basis, and who retained some interest in whatever fun: 
tions they were performing before being assigned to your Committee 

I have reference now to the technical people. 


Mr. Kapran. These technical people were all placed on our statf o 

full-time basis. They were either taken from the civil-service reg 
ister by just scanning the list and finding the people who were best 
equipped for ‘ha work, or we had to vo to some of the agencies and 
borrow them on a full-time basis. They were paid by our Committee, 


and not by their own agency. 
Mr. Carnes. What was the total number of persons you had o1 
staff, who were working on a full-time basis? 


Mr. K APLAN. To begin with I believe there were about 24 or 2¢ 
The maximum we had at any time was 26 employees. You see, a 


completed one project after another, we released the people who 
no longer needed to continue the work. 

Mr. Carnes. You stated 2 the members of youl ( ommiuttet 
every week, and that the staff, of course, was working constantlh) 

Mr. Karr AN. Yes, sir 

Mr. Carnes. Did you mean the members at th oh poli eve 
such as the Secretaries, met weekly i 

Mr. KAPLAN. The first two meetings were ittencdes by the top evel 
people; that is, the members of the ¢ ane tself 

However, each member of the ‘ommiuttee appol ted an alternate 
who was at least an Under Se seven inrank. In other words, he w 
the second man in command, vou might say, to represent the membe: 
on the Committee, except the Chairman, of course, who was ther 
constantly. The principals—the rene. of the Committee t 
selves—were kept informed on all the activities of the Committee 

Mr. Carnes. How many actual meetings did you have of the pn 
pals at this high level of the Secret: ries f I realize that it would be 
rough figure, and that several meetings were probably held wher: 
there was sparse attendance. 

Mr. K APLAN, Oh, no; these meetings were hevel eld lon ger thal 
weeks apart. 

Mr. Carnes. I am speaking of the h o| level meeti os, sui I Chie 
meetings of the Secretaries, for instance. 

Mr. Kapitan. You mean the principals of the Committee itself / 

Mr. Carnes. Yes; with them in attendance 

Mr. Karian. They were in attendance only twice, once in the fi 
organization, and at the second reorganization. After that, the s 
ond i in command, as you might call them, or 1 alternates, were pre 
ent. I could give you their names if you desire 

Mr. Carnes. We have those names. 

Mr. Kapian. These were the men who were acting for their p 
cipals, and no policies were adopted without their checking with the 
principals and determining whether the policies involved would be 
approved by the principals. The policy would then be bert sae if 
subsequent meeting after we had the full s support of the principal 
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Mr. Bares. These alternate members attended all of the meeting's ¢ 

Mr. Kapian. The alternates attended practically all the meetings; 
rarely was anyone absent. 

Mr. Carnes. What was the total length of time in months or years 
that the study involved ? 

Mr. Kapitan. It carried, actually, from December 1952 down to 
June 30, 1954, with the heaviest area of participation by the full com 
mittee beginning about the first week in March of 1953. 

Mr. Carnes. | know that you have other business interests, Mr. K: up 
lan, but how much time were you able to personally devote here in 
Washington toward directing this Committee’s work ? 

Mr. Kapian. In the beginning, i in organizing the staff, and all that, 
[ gave from 2 to 5 days a week, and then it dropped to 1 or 114 days 
a week, and then toward the beginning of March 1953, with the re 
organization of the Committee, about 2 days a week, and ocea 
3 or 4 days a week. 

Toward the end it would be 3 to 4 days a week each week 

Mr. Carnes. This Committee is primarily interested, as you know, 
in survivors benefits, and the authorizing resolution for this select 
committee is phrased so that it is to deal with the survivor benefit 
f Armed Forces personnel and on er Armed Forces personnel. The 


} 


ston lly 


anes Armed Forces personnel can have its own connotation. 

Your jurisdiction was very much restricted, was it not, to pers 
of the Armed Forces? 

In other words, your Committee did not take into consideration at 
all new veterans legislation, or how your recommendations as they 
applied to the Armed Forces might ind rectly affect the ve eral 
population ? 

Mr. Kaptan. That is correct. We found, first, that the directive of 
the Congress under Publie Law 555 confined us to a study of per 
sonnel in the Federal Government with respect to their retirement 
benefits and such, and we, the refore, ¢ meluded that it was not o ir 
province to go beyond the active personnel in the uniformed forces 

[ believe we stated that in our re port. 

Mr. Carnes. That is right. and we just wanted to establish th 
the record. 

Part 2 of your report, which I believe was submitted in five parts, 
is the portion in which this committee is most interested. becat se lf 
deals with survivors benefits. 

Was this portion of the report and this general area of survivors 
benefits a primary consideration, or an auxiliary consideration of the 
Committee? 

Mr. Kaptan. It was a primary consideration, sir. 

Mr. Carnes. You put it on the same level. almost. with the retire 
ment phase of the aspect that you were studying? 

Mr. Kaptan. That is correct. We viewed the uniformed forces 
retirement system pensions plan as no different than any other Fed- 
eral pension plan, except for its scope, its limitations and _ its 
potentialities. 

Mr. Carnes. To what extent did the military or the Department 
of Defense actually assist you in the prepar ation of part 2 of this 
report, and in what detail did they assist you in the preparation of 
part 2 of this report? 
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Mr. Kapuan. To a — extent. The actuary of | Ln 
Force handled a great deal of the computation work and 
work while atid for our ee The technical staff of 1 


Department of Defense in the person of Captain Hoyt acted 
consultant to us, but most of the computations were made by o 
staff. All of the computations with respect to social-security i 
dination benefits were made with the aid of Mr. Surgies. who 
technical adviser on SOK ial security coverage, abd on pol cles and 
ciple the committee itself made the determinations 

For example, our committee appointed a ubcommittee wl 
a study of social-security coordination of the pension plans in the 


formed enevaee. ‘The same subcommittee made the study of the 
dination of the sceiabaeeurits plan with the civil-service retirement 
and disability fund, vith the Foreign Service system. and ull the ‘ f 


pensions systems. 
Mr. Carnes. Do you have a copy of your report available? 
Mr. Kapian. Yes, sir. 
Mr. Carnes, There are certain questions which we would like to 


ask about the report, and get your clarify ng explan tio} n regard 
thereto. 

Mr. Kaptan. May I just warn you that the chairman of this com 
mittee is not a technician, nor is he an ictuary. He | uppel to be 
a — and an accountant, and also a consultant in the pensions 


field, but it may be that there are many technical problems that you 
may raise wh ch can be answered, fortunately. by the men at Ly 


elbow here who ady ised our committee in those matters, | may 
know the answer to your questions in some instances. 
Mr. Carnes. Before we get into this, there is one questioy 


we woul | like to ask you, ditisa question ¢ f p ) cy. 

You were at the policy evel in this study. 

Was it the thinking of your group, or did your group, as a grou] 
believe that survivors of people of the military should receive more 
than survivors of the civilian population of the United States wh 
were working for the Government? 

That is, did you feel that the y should be o L par oO} should 1 
more or that they should receive less 4 

Mr. Kapitan. We felt that they should be substantially on thi ume 
basis, as anyone else, either in private or public employment, it least 
to that extent. 

Mr. TracuE. I am sorry, Mr. Kaplan, but I missed the last part « 
your statement. 
~ Mr. Kapuan. It was our basic and fundamental consideration tha 
those of the military service, insofar as OASI coverage is concerned, 
social security coverage, should fare ho differently substant all fro. } 
people in pl ivate industry or in the civil service 

Now, our treatment of the matter might differ somewhat, based 
on the type of pension pl in thev had. but the basie idea of cover 
them all under social security and having them all receive substa 
tially the same benefits and make the same basic contributions, we 
felt was a fundamental principle of policy. 

Mr. TEaG UE. The (general Accounting Office made the Statement 
that to pass: the jegiaiation proposed by the Defense Department 
would great] Vy increase the existing disparity het wer retire t 


al 
] 
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benefits for the military and those benefits provided for social—for 
civilian employees of the Government. 

Mr. Kaprian. I do not believe that is true. To begin with, we did 
not change the pensions benefits in the military of the uniformed serv- 
ices retirement system. ‘That remains the same. When we added so 
cial-security coverage it was on a basis that we were requiring them 
to pay the cost of social security. 

Mr. Tracur. Were you not placing that on top of the present re 
tirement plan of the military services? 

Mr. Kaprian. In a sense we were, but actually, as we pointed out, 
if you take into consideration the fact that many of them have al- 
ready been covered under social security on a $160 a month basis, 
with free credit, by limiting some benefits to those who are dependents 
rather than an overall benefit, we have actually saved some money, 
rather than increase the cost. 

Mr. Tracur. So that I may understand you correctly, in your 
whole study—and I am sorry I am not so familiar with the report 
as I might be—you do not feel there is any disparity between the sur- 
vivors of civilian members employed by our Government and sur- 
vivors of military personnel ? 

Mr. Karian. Oh, yes: I think in one area there is the Federal 
Employment Compensation Act—we have recommended elimina- 
tion of the compensation features for the Reserve officers. 

Mr. Teacusr. Of course, we appreciate that all civilian employees 
are covered under the Federal Employment Compensation Act. 

Mr. Tracus. They are covered in a considerably different way, 
though, are they not, Mr. Kaplan ? 

Mr. Kapran. No; no differently than the reservists. 

Mr. Trea:ur. If you are a civil service employee you are only covered 
in case of death on actual duty or as a result of your position, and 
military personnel are covered if they are killed over the weekend, 
and it does not have to be a part of their actual work. 

Mr. Karian. That is so. In the Federal Employees Compensa 
tion Act. They are not covered under that act unless it is an accident 
incurred or an injury incurred in the course of employment. 

Mr. Teacur. That is right, and that is what I am talking about. 

Mr. Karian. Of course, the active duty in the military are not 
covered by that. but the reservists are covered. The Reserve officers 
have a special setup 

Mr. Traeur. I do not believe you understand my question. 

Mr. Kaptan. I am sorry; perhaps I do not. 

Mr. Teacvur. The point I was trying to make is that a civilian is 
only covered provided his death is caused as a part of his duty and 
it has to be a result of his being on duty. 

If he got killed on the weekend, there is no way by which he can 
be covered by FECA. 

Mr. Kapitan. That is right. 

Mr. Treacur. However, it is altogether different where military 
personnel are concerned. 

Mr. Kaptan. Of course, he has also a survivorship benefit in the 
civil service retirement plan even where he is killed other than in the 
performance of duty. 

Mr. Tracur. But, it is much less than the military receives, is it 
not ? 
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Mr. Kapuan. No, sir. 
Mr. Tracue. Is that right? 


Mr. Kaptan. I do not see how it is any less, frankly, unless I 
misunderstand your question. 
For example, you take a person who dies 11 military service, not 


the course of the employment, and he gets a lump-sum death benefit 
of 6 months’ pay. 

Mr. Tracue. Let us take two men, one in uniform and one out of 
uniform, and both of them are working at the Pentagon. One of 
these men is a civilian civil service employee, and the other is an 
officer, both with 15 years of service, and both with a wife and a child. 
Assuming further that they are out on a weekend riding in a ear, 
and they have an accident and both are killed, what do the survivors 
receive ? 

Mr. Karwan. Perhaps, Captain Hoyt, might answer that better 
than I. 

Mr. Tracur. All right. 


Captain Hoyr. The civilian would get one half of his earned an 


nual annuity—whatever that might be. In other words, if he were 
a normal civilian, and depending upon his pay level, and if it is 
under $5,000 he would get an annuity which is figured, as I recall, at 


1 percent per } year plus $25 per year. 

Mr. Tracur. Captain, what would a naval captain receive, taking 
into consideration a Navy captain’s s: ala: ary and taking into considera 
tion a civilian with a comparable salary 

Captin Hoyr. I can tell you quite fr: ankly in that case that - 
civilian would do a great deal better, because a Navy captain with : 
wife and one child would get $121. 

Mr. Harpy. That is, unless he happens to be a reservist. 

Captain Horr. Unless ee happened to be a reservist, yes, sir; that 
is correct, and even then I do not think you have quite got the FECA 
limit for the military. 

There, again, you have between the services a difference, bee Luse 
in the law there is a distinction between the Navy and the Army and 
the Air Force. The Navy man must die of an injury incurred in the 
service. 

Mr. Teague. Let us not go down a bunch of sideroads, Captain; 
let us take this case which I gave you and obtain an answer to that 

Captain Hoyt. You are speaking now in terms of a person who is 
disabled, or who is killed ? 

Mr. Tracur. I am speaking of the survivors of the two men who 
are killed, Captain. 

Captain Hoyr. In round figures, the civilian with a comparable 
salary, his survivors will get three quarters of 1 percent for every 
vear of service for the widow. If he has had 20 years of service, 
which would be a normal captaincy service, which at the present time 
is 22 years 

Mr. Karan. But, that comes under the Employment Compensa 
tion Act. 

Captain Hoyt. I am talking about the civilian. He would get 1.5 
percent annuity for 22 years. That would be 33 percent. So, the 
widow would get 16.5 percent of the man’s basic pay which would be 
somewhere comparable to a captain’s pay, around $1,650 a year. She 
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would get, in addition to that, amout $10,000 of insurance—$11.000 
of insurance. 

Mr. Teacur. You are speaking of the civilian, now? 

Captain Hoyr. Yes, sir. 

Mr. Tracur. Where does that come from ? 

Captain Horr. That comes from this new group insurance plan 
which was passed in the last Congress. 

Mr. Tracue. She gets the $10,0¢ )0, provided he took it out. 

Captain Horr. I imagine most of them took it out—about 95 per 
cent of them have taken it out. 

Mr. Kean. Was not the maximum $5,000 ? 

Mr. Carnes. Is the maximum $5,000 under that plan? 

Captain Hoyr. No, sir: $20,000. 

Mr. Carnes. On that insurance? 

Captain Hoyr. Yes, sir; on this new Federal employees insurance. 
There is a $20,000 maximum on it. 

Mr. Kaptan. There is no one who makes over $20,000 in the Federal 
service, so it is academic. 

Captain Hoyt. Well, that will be $1,650 a year, plus this insurance, 
plus, I believe, it is $360 for the child. That is a total, then, of 
$1,910, plus $10,000 worth of insurance, cash. 

Now, the military men, and there again I am going to take just the 
plain straight captain or colonel, and not the av siete and they would 
get, roughly speaking, $3,600 in cash, $92.90 ies 10 years, and $121 
fromthe VA. That amounts to $213 a month, or $2,500 in cash annu 
ally for the first 10 years. 

Mr. Tracur. Captain, what about the contingency benefits ? 

Captain Horr. That would not affect them one bit. That is only 
after he is retired. The only time he can get in on that is when he 
is retired. 

Mr. Bares. If he had children less than 18 years of . he would 
receive social security, or if his widow was over 65, ns wol sald receive 

hat benefit. 

Capta n Hoyr. You have to take one step at a time, sir. They get 
$96 maximum under the social-security program a the child reaches 
1S years of age. All of those benefits will drop off, and after the 18th 
year a captain with 20 years of service is not very likely to have 
many children under 18 years of age, and if they are under 18, they 
will not last very long. 

So that widow would come down to $75 a month, or $60 a month in 
time of peace. 

Mr. Carnes. That figure is not $75 a month, is it, Captain? It is 
S87: 1s 1t not? 

Captain Hoyt. It is $87. I beg your pardon. Iam so used to that 
figure, that I continue to quote it. The correct figure is $87 a month, 
or in round figures, a little under $1,100 a year. 

Ir fac Ct, it is 51.064 a vear. i i h: il is her bas ic bene ht. as against the 
$1.650. So, I do not think that the m, is mus h discrey pancy 

Now. youl FECA, assuming for the sake of nm ent. that the 
death was due to service, and as I fate the limi itations on FECA are 
very strict in the Navy and not, perhaps, quite so strict in the Army, 
except for the fact that the laws state that in the Navy the injury 
must be caused by his duty and with respect to the Army and Air 
Force it oaye the injury or the disease must be caused by his duty. 
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In other words, there is a limitation It is not like a veterar 
benefit line-of-duty case at all. It must be either caused or aggravated 

Mr. Tracur. That is the only differential between the two? 

Captain Hoyr. That is applicable only to reservists, but of cour 
they represent the poreat bulk of officers in the service today 

Mr. ee kr. You would sav that this statement of the General 
Accounting Office is not correct, then: is that right ¢ 

Captain Hoy r. I do not agres with it: let u put it that way | 
think that the KE ¢ A covers the eivilian for the type of death whi h 
is most prevalent in the military, particularly in time of peace, and I 
think that that is the more comparable benefit. 

Now, in addition to th it. the other people have a better benefit for 
the senior, long-lasting people, than we dotoday. Leaving the FECA 
out of it, that would be the ease. Of course. these compensation law 
are pretty complicated but, in general, if a man is absent from hi 
regular duty station, he will collect under FECA just the same a 
if he would under the Workmen’s Compensation Act of any State. 
In other words, if I were sent to New York on busine as a civiliar 
and got killed in New York, and my duty station was in Washingtor 
it would not make any difference whatsoever how I was killed. 1 
could be killed by a taxicab, and my people would collect under FECA 
because I was away from my normal place of employment 

I use that particular case because that a case which is on the 
record where it has actually happened. 

Mr. Treacue. That would not be true of a civilian: would it? 

Captain Hoyt. That is a civilian case, sir. 

Mr. Kaptan. The difficulty, Congressman, about this, is when yo 
attempt to compare retirement benefits or survivorship benefits und 
one system with another pension or survivorship plan, unless you have 


the same common denominator for bot} groups, you do not know 


really what you are comparing. You may be comparing, not appl 
with apples, but oranges with apples. To attempt to compare tl 
benefits under the military retirement and ervice system might 


give us a warped view. 
It is debatable, but if depend upon now vou iook at it. 
Mr. Treacue. Basically, you believe that in a1 ervice of our G 
ernment there should be a mparable su1 rshin ben 
person ¢ 
Mr. Kapitan. No; not necessarily 
Mr. Teacve. I said basically, thoug 


Mr. K APLAN. Basically ; yes. It wou i depe! ' on the 
of the duties and the hazards to which or cp l. 

Mr. Tracue. I expect to ask the General A ting O 
further clarify this statement of the De e | wantt 


what the differer e 18, 
Mr. Kapuan. I do1 kn what their a Ol , 
based upon, so I innot say. Hi er, lf OKS Tf f 
not quite a correct statement 
Mr. Carnes. Mr. Kaplan, we realiz 
and we are grateful for hav ; 
Mr. Karpian. Do not worry ibout my t e, 
Mr. Carnes. We want to try and « ra f t f 
In going through your report, there a1 few t 


would like to ask y« 
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On page 1 of your report, ane [ am speaking of page 1, and not the 
preface—under proposal No. 1, beginning with the second paragraph 
you say the aan of these saapuendiiaes while improving the 
uniform service retirement and survivor benefits, will save the United 
States Government $108,123,000 per year. 

That saving is reflected by the chart which you have listed below ; 
is that correct ¢ 

Mr. Kaptan. That is correct. 

Mr. Carnes. There is one item there that has interested the com 
mittee very much, that is the third item where you show the Govern- 
ment’s obligation for the present $160 OASI coverage at a cost of 
$240,566,000. That is an annual cost and we presume that is taken 
for this year or the past year, or some current year. Is that correct? 

Mr. Kaptan. No; I do not believe that is what is actually computed 
here. 

Mr. Carnes. What is the annual cost there? What do you mean 
when you say “comparison of annual costs of ‘present and proposed 
ay ary retirement and survivor benefit provisions 

Captain Hoyr. I can answer that. That comparison of annual 
costs is a projection based on the fact that the same cost which is in 
existence continues, that is, the cost which was in existence at the time 
this report was made. In other words, it was based on a strength of 
about 3,600,000 men on the 30th of June 1952. That is a projection. 

Mr. Bares. A projection of what? 

Captain Horr. Of all the annual liabilities incurred. 

Mr. Bares. And what is the liability; how are you going to estab- 

wit ‘liability” ¢ 

Captain Hoyr. As far as social security, to pa it down to that, that 
is a particular thing. The Social Security Administration has deter- 
mined at the present moment, at least, it takes 4 percent of the payroll 
to meet the bounties of all people entitled to social-security benefits, 
except for those groups we subsequently reviewed. So this is 4 per- 
cent of the pay roll. 

a Harpy. That is not what the law prescribed, was it? 

Captain Hoyr. Yes, sir; that is what the law prescribed. ‘The law 
says they will get those benefits if they do not retire. 

‘Mr. Harpy. You are talking about the benefits people get. Let 
us not get confused with the contributions that will be made to the 
social-security fund. 

Captain Hoyt. I am talking about the $240 million. 

Mr. Harpy. That is a contribution; that is not benefits. 

Captain Hoyr. No. If the benefits do not equal the contributions 
eventually, if the liability is not the same, then you are overcharging 
the partic ipants in social security. The talk I have heard from my 
actuarial authorities is we are not charging enough for social security. 
In other words, that is not the contribution that the same officer would 
have made on the same payroll if this was private industry. 

Mr. Carnes. But is the cost to the Federal Government already 
provided ? 

Captain Hoyr. It would seem to me perhaps the word “cost” is not 
the word, but it is the obligation. They are not appropriating any 
money. If the United States Steel C orp. were participating as they 
do under social security, that is what would have been chi arged under 


the same terms. 


STUDY OF SURVIVORS BENEFITS 15 


Mr. Carnes. You stated there that the Government obligation for 
the present $160 OASI coverage is $240,566,000. 

Mr. Kapran. That is what the actuaries reported to our committee 
as being the projected cost of each year, 

Captain Hoyr. On that amount of payroll. 

Mr. CarRNEs. Over on page 2 of this report, in the very centel of 
that page, you have this: 


* * There are no provisions for reimbursing the old age and survivors 
insurance trust fund for the cost of these wage credits, estimated at upwards of 


three-quarters of a billion dollars. 


The point which concerns the committee is that the 1950 amend 
ment provided, as we understand it, that people who died even in 
World War IL should be given this $160 wage credit and that the 
credits then shall be retroactive, but the prepayments shall not be. 

If you go back and take from 1940 the $160-a-month wage credit 
through the 1950 amendment and figure that on the basis of the tax- 
able contribution that should have been paid, which is the sare basis 
as vou figured the $240 million on, then this figure of three-quarters 
of a billion should be something considerably in excess of three-quar 
ters of a billion, because you have eranted wage credits from 1940 
on of $160 a month for all of the people who had been in the service 
up to the time when this report was drafted. 

Mr. Kapian. Not necessarily. You have remarriages of people. 
That has to be taken into consideration. 

Mr. Carnes. Does this $240-million figure take into account re 
marriages and the other? 

Captain Horr. No; it does not. 

Mr. Bares. It would have to, to be on the same plane. 

Captain Hoyt. Let me say this: If the organizations do not par- 
ticipate in social security all the way, I would agree with Mr. Carnes’ 
statement that the figure should be a great deal larger. This $750- 
million figure is a figure which was reported in that $2 million, Mr. 
Hardy, before you made your 2-hour speech on the floor of the House. 
I think you got that directly from the social-security estimates. 

Mr. Harpy. That is correct. The thing I cannot understand about 
the report is you say you do not want to face a buildup of the budget, 
neither do I want to face a buildup of the budget, or the Budget 
Bureau. 

Mr. Kaptan. Maybe Mr. Surgies can throw some light on that. 

Mr. Suretes. I can throw a little light on that. At the same time 
in 1950 that Congress provided a new start for computing social- 
security benefits, this was ee red as a fact in making many of the 
World War II credits, in fact pr aie ‘ally all of the World War II 
wage credits—not ethan ally all, but a great many—between 1940 
and 1950 as no longer necessary to the veteran in computing his 
eventual social-security benefit. Therefore these credits in the com- 
putation in 1953, the credits prior to 1951, were of much less value 
than the credits currently being made. 

Mr. Harpy. If there was an obligation to pay into the social- 
security fund to support the $160-a-month wage credits from 1940 
on, it existed after 1950 just the same as it did prior to 1950. 

Captain Horr. It would make a difference, though, in the amount 
accumulating. 
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Mr. Harpy. Of what significance is it that the serviceman did not 
use that to compute his benefits? That has nothing to do with the 
amount required. 

Captain Hoyt. If the veteran—and, incidentally, we are going to 
get further into this when we come to the 5-year dropout, because 
the same thing will show up again—however, this is significant in 
that with the credits assuming that the Government had paid in this 
money, they would have made a much larger contribution than the 
$750 million. There is no question about that. But to make the 
social-security fund whole, if those credits are not going to be added, 
the lesser amount of money will do it, because they are assuming a 
retroactive obligation which is dropped out. 

Mr. Bares. That still does not reconcile page 1 and page 

Captain Hoyvr. I think they are a little different. One is $750 
million—— 

Mr. Barres. What you have in one you ought to have in the other. 

Captain Hoyr. I do not see how you can actually do it. One is a 
liability for the fund. 

Mr. Bares. And the other is a Government obligation. 

Captain Hoyr. And the other is a Government obligation which 
they would have to, or certainly are morally bound to assume in the 
future for each vear you run the payroll at the expense of the people. 

Mr. Bares. If you are cutting down on the liability, you ought to 
be cutting down on the obligation. 

Captain Hoyt. No. One is a projection into the future, page 1; 
the other is a lability which has already occurred, page Ze 

Mr. Harpy. That is about $750 million total liability as the accrued 

ability, eve vibdie that Uncle Sam owes to the social-security fund 
for all of the social-security coverage provided up to date. Is not 
that right? 

Captain Hoyt. Up to that date on the figure in the report. 

Mr. Harpy. Up to the date that figure was submitted. 

Captain Hoyr. Yes. 

Mr. Harpy. But it covers an accumulation of accruals from here 
on out for all of the men covered under the $160 a month. 

Captain Hoyt. No; only up until that point. 

Mr. Harpy. How many years does that represent ¢ 

Mr. Carnes. If I may interpose, the question Mr. Hardy is asking 
vou is that the $750 million li: ibility also includes payment to every 
man for every part of the inservice be nefit for the rest of the p rojected 
Pete le’ Ss lives. 

Captain Hoyr. Up to that point. 
es Harpy. Up to the date the figure was submitted. 
‘aptain Hoyt. That is correct. 

Me daw’ All of the entire obligation of social security with re- 
spect to the military would be liquidated for $750 million. 

Captain Hoyr. That is correct. 

Mr. Harpy. How many years does that represent ? 

Captain Hoyr. It represents a varying number of years. 

Mr. Harpy. It goes all the way back to 1940? 

Captain Hoyr. That is correct. But those are figures from the 
Social Security Administration and they represent their best estimate 
of what that liability was at that time. | 


9 
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Mr. Harpy. Now the liability at that time was $750 millon repre 
senting a period of over 12 years. 

Captain Heyr. 1940 to 1951. 

Mr. Harpy. Thirteen years. I do not know what that figure 
but it is a whole lot less than $240 million. 

Captain Hoyr. Correct. 

Mr. Harpy. And based on essentially the same number of men i 
service. 

Captain Hoyr. No; that is not quite correct. 

Mr. Harpy. A less amount. 

Captain Hoyr. This is a difficult thing to explain or to try to 
straighten out. Nevertheless that $750 million does not necessarily 
represent the total liability that once existed. It is what is left over 
after the 13 years. 

Mr. Harpy. In other words, if we had been paying at the rate of 
$240 million a year all of this period of time, we would have overpa | 
the cost of operating it? What is your Yankee thinking? 

Captain Hoyr. I was going to say a little Yankee thinking might 
help. The point about it is that’ here is a balancing of liability. In 
other words, they paid part of it. 

Mr. Harpy. How much of it—about $13 million ? 

Mr. Carnes. About $13 million and that was to provide a 3-year 
extension for people who left the service and were not paid on the 
basis of the $160 a month credit, and that was to cover the coverage 

Mr. Bares. Now take your time and let us see if we can all under 
stand that. You think you understand this? 

Captain Hoyt. I think I understand exactly what the report say 

Mr. Carnes. Let me interrupt there. I think it may be injustice to 
Mr. Kaplan for us to go on and unravel this a little further, to try to 
show the committee’s thinking on it. I will try to state it for you. 

The chairman wrote the Department of Health, Education, and 
Welfare and asked them specifically if your program or some new pt 
gram of providing contributory social security were embarked upon, 
what would be the Government’s liability having granted this $160 
a month wage credit, because it was the thinking of the committee 
they should not go into a new social security program until at least 
they have knowledge of what the cost had been or may be under the 
old program. They replied to the chairman it was their opinion ther 
would remain due by the Federal Government on a reimbursabl 
basis for the actual expenditures which they had made by virtue of this 
$160 a month wage credit—this is from their reply which I will make 
available to you—they stated in essence to the committee that where 
a man had prior social security wage credits and went into the service 
and continued in service for 2 years and died, if he had a wife with a 
minor child, if that man had had no social security wage credits fo 
the 2-year period, his payments would have been reduced by virtu 
of his prior service, but by virtue of having been granted $160, military 
wage credits this widow, therefore, instead of receiving $87, would 
receive $191 to pay for part of the $160 wage credit, and in that 
instance that the only liability of the Federal Government would be 
to pay this amount of the social security wage credits and what |} 
getting because of his continuity of service approved by the Feder: 
Government. That is case No. 1. } 
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In the second instance, they said there is a group of individuals who 
entered the service and never had any social security wage credits 
whatsoever, yet they died on active duty assuming they had social- 
security coverage. ‘Then they may have beneficiaries qualify for social 
security and the entire benefit in that case should be charged to the 
Federal Government, they having been granted this $160 a month 
wage credit. In that second case they thought they should be re 
imbursed. 

Mr. Kean is a member of the House Ways and Means Committee, 
and he has followed this matter fairly closely, and he, I believe, has 
cited an interesting point this morning. It was his opinion that all 
of the time it was the intent of Congress in granting the emergency 
wage credits that the OASI trust fund should be reimbursed for ail 
the : expenditures they incurred as a result of this $160 a month wage 
credit that has been given. The Social Security Administration in 
their reply to the chairman on November 3 cone urred in that opinion 
exactly and they said the figure of $750 million which they have used 
in this report. was a figure which they calculated and they thought that 
was the amount due them on a reimbursable basis for actual expendi- 
tures made by virtue of these $160 a month wage credits. They said, 
however, since the 5-year dropout came into effect under the 1954 
amendment, they were revising that figure to $590 million, which is 
pertinent to report, because it happened after you issued this report. 

They further state that the best they can estimate for the cost to the 
Federal Government on a reimbursable basis for having granted the 
$160 a month wage credits would be somewhere between $30 million 
and $42 million annually. That is the amount that would be added to 
this liability for this year’s wage credit. 

But the committee—and I think this is a correct statement—feels 
that the cost of having provided this $160-a-month wage credit is not 

$240 million, because it was never the intent of Congress to pay the full 
wage tax, but was merely the intent to pay on a Teimbursable basis, 
and in all of the other calculations of the OASI service fund, it merely 
calls for a reimbursable calculation. 

So the committee has questioned the $240 million figure, because that 

$240 million has taken into account the $42 million, “and then instead 
of that plan saving $108 million, it would be more costly than what we 
currently have. That is in essence your thought, is it not; that is in the 
committee’s thinking, is it not? 

Mr. Kaptan. I can only say this for the committee: We, of course, 
relied on the computations made by our actuaries. And, if I am not 
mistaken, I think this report including this data had been sent to the 
Department of Health, Education, and Welfare for comment, and I do 
not recall their ever having raised any question up to this hearing. 

Mr. Carnes. You mean this hearing? 

Mr. Kaptan. Correct. It also depends on what you are taking into 
consideration. If you could tell us, our committee would know “what 
the intent and purpose of Congress is as to how much liability we were 
to assume under the OASI. That might have had a different result, 
too. We assumed Congress had taken into consideration giving this 
$160-a-month credit and we made our computations on that basis of 
the liability. I think that would be the correct view, unless Congress 
just had in mind it was not going to pay it. 
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Mr. Carnes. When Mr. Hardy held his national service life insur- 
ance hearings back in 1950, a spokesman for the Department of Health, 
Education, and Welfare testified before the committee on certain 
aspects of our deliberations at that time, and there was reference made 
as to how much this $160-a-month wage credit had cost the Federal 
Government. It was said that it was er le to estimate at that 
time, but upon being pinned down a bittle bit finally came out and 
said he would estimate between 400 and 500 million dollars, and the 
committee adopted the phrase: 

That is a due bill that is yet to be presented against the Congress and, when things 
get rough, you are going to present it. 
The spokesman said if you want to state it that way, that is all right 

The point I am making is that in 1950 for the new start, it was 
acknowledged before a congressional committee what he was hoping oO} 
what the liability of the Federal Government at that time was, 400 or 
500 million dollars; if he had ever been thinking of paying on a r 
imbursable taxable basis, the same as calculated in the $240 million, 
then he would have told Congress they would have a great deal more. 
But in 1950 he was thinking only in terms of a reimbursable basis. 

Mr. Kapian. I do not know where they got those figures. That 
may be. 

Mr. Carnes. He was relying on the Depa tment for those estimates. 

Mr. Kaptan. Our committee in relation to the actuarial study made 
had to rely on the assumptions that the actuaries made. 

What I cannot understand, frankly, is how we got these figures, and 
that it was not challenged by our actuaries. Our committee had the 
benefit of the Board of Government Ritentins made up of the actuary 
of the Civil Service Commission, the actu: ary of the Social Security 
Agency, the actuary of the Defense Department, and the actuary of 
the Treasury, and had a consulting actu: ry from the outside. 

Mr. Carnes. Mr. Joseph B. Glynn, who actually calculated 
$240 million, is an actuary of the Defense Department, is he not / 

Captain Horr. That is right. 

Mr. Carnes. He gave the instructions and the facts to you to cal 
late that figure. 

Captain Hoyr. ] think the ( ‘ouncil of Actuaries calculate d that 
am sure nobody told them what to do. 

Mr. Carnes. Were not there 5 or 6 alternatives on which he could 
have figured that and perhaps defended each of them on the same 
basis? 

Captain Horr. There are half a dozen ways you could figure it. If 
you are figuring on the assumption of paying purely and simply for 
the ac tual out- of- poe ‘ket expe nse, you woul | eet one figu re. 

Mr. Carnes. It would figure roughly $42 million for this year 

Captain Hoyr. Or you can ficure on the basis of a long range pre 
jection as to what | iability is going to accrue; or you can do as the 
normal practice is in the rest of the social-security system, figure it o1 
the payroll. 

Now the level premium social security estimates for the next 4 
years is going to run about 2.75 percent. That is the rate of taxation 
It is obvious es nobody Soule want to see that level of taxatio 
2.75 percent, or 5.5 percent; nobody would want to have a 5.5 percent 
tax leveled against him for an estimate of what is necessary to meet the 
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tiability. We had to assume something and it seemed to us if the rate 
was 4 percent was what was necessary to carry it, then that is what 
itis going to cost the Government. 

Mr. Harpy. Actually that was a polic y decision. 

Captain Horr. I would not say it was a policy decision; it was a 
Lec hnica | deci ision. 

Mr. Harpy. It would have to be a policy deci ision: because you are 
cam uinly adopting a formula, which is a variation of the formula that 

s been prescribed by Congress which, in 1946, as I recall, provided 
mee reimbursement. 

Captain wet I think you have me at a disadvantage, because I do 
not know the answer to that. 

Mr. Harpy. lt is my recollection—and Mr. ee served on the com 
mittee and I think he perh: ips would be more familiar with that aspect 
than I am—but it is my recollection that the act gritale yen: for the 
$160 a month wage credit specifically provided for reimbursement of 
the actual cost. 

Mr. Kran. Up to 1950. 

Mr. Harpy. Up to 1950. 

Mr. Kran. The 1950 act itself left that out. The thing that bothers 
me about this is that they are saying “Government obligation.” There 
is no Government ob ligation. 

C apt un Horr. It depe nds on how you are going to work ce you 
ire going to continue just as you have indefinite ly, then what Cor 
contemplates for the time being does not solve the cost altians 
You still have to te yroject the cost, whatever it will be. 

Mr. Kean. But there is no obligation, because there is no law. 

Captain Hoyr. That may be true. But what Congress in terpret cl 
is Its own law and intent is not known to us. I won't say this is the 
comn ittee’s poli cy, but when it came to matters that involved a de 
termination of a tuarial data, obviously the members of the committee 
vere not equipped by themselves to do it: but before Mr. Glynn, the 
actuary for the Defense Department, computed these estimates, he did 
conter with the other members of the Board of Actuaries and ex 
plained to them how he was coiling to project these costs and make these 
determinations. 

Mr. HARDY. That would have some possibility of being strictly a 


technical proposition. QO) the other hand, it looks more like a policy 
decision than it is a technical one, because of thi The rate that 
was used was exactly the rate of contribution which applied to private 
industr’ . Is not that correct? 


Captain Hoyt. That is correct. 

Mr. Harpy. Now if it were done on a technical actuarial basis and 
was cong to be based on cost, it seems to me there would have had 
to be some determination as to whether the risks of n ilitary ervice 
were comparable with the risks in eee industry; whether or not 
the preferred physical manhood serving on active duty with the 
military falls in the same category as the ‘aenatal broad classification 
of peop S emp loved 1 n in lustry : whether or not there might also be 
some difference or some consi Re ation given to the fact that the 
risks involved in the military service with respect to the vast majority 
remained pretty well constant in that the turnover is rapid and about 
every 18 months or 2 years you get new people and start off with fresh 
manhood, and the average time actually served by any individual 
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covered, except for a few career people, S relatively sina \ oO} 
those factors would have to be taken into account 1f youl 
were trying to make a computation into the future as | 
actual cost 1s going to be. 
It looks a little too simple to me. 
Captain Hoyt. May I say I think you are quite cor 
this may have been a simple solution because the very things you ‘ 


mentioning, every bit of that kind of work, \ LO 

Mr. Harpy. That was done then and you came up with a dete: 
tion, or your ictuaries came up W th a aetermibatio l it + pe 
Was a proper rate for people on military duty ¢ 

Captain Hoyt. No, sir. 

Mr. Harpy. If that is the case, then they must ve co 
a computatic n which would have determined that the exist gy | 
of + percent which was In use with respect to Industry was ic late 

Captain Hoyr. Let me Say this: There } oO Qui tion 0 
statements you made here being absolu Vy corre : be 
high turnover and short period of service the : comparative 
limited. 

Mr. Harpy. It would seem so 

Captain Hoyr. But I belie | UV er some figure 
believe are going to be presented to you, wh vill bea 
There is no question about it, if that 1 1} urpose. Che nor st 
of a military man in actual military service ower than the nol 
social security risk. There is no question about that, f Cre 
reasons you stated, that you Nave a vast turnovel But H 
mains I do not believe there has ever be L case whe 
security system has said a certain group Lie risk gro 
we will only ree the » much, and another group 
group. 

Mr. Harpy. But there you get into the realm of pol 

Mir IXKEAN. | the elf emplove i, We lid t Ll we 
fourths of what othe pur \ n the beg c 
for the self employed, based o he fact If employe 
not retire and would not be as large a liability 

Captain Hoyr. That is correct. But I am tl 0 
masses of employees. If you ¢g to 
will find any number of groups that are lo group 
that are high-cost groups. 

Mr. Harpy. But there, again, you are getting into the realm of 
policy and I understood previously that the policy with respect t 
the military and those covered in the m litary was that Uncel _ 


would pay the actual cost. 

Captain Horr. That may be true. 

Mr. Harpy. You are getting into the policy question now, and if 
you are going to cover the military, you are 
rate as anybody else and help to carry the freight. 

Captain Hoyt. I do not know but what you are right in sayin; 
we are getting into the realm of policy in this report. After all, ther 
is a lot of it. 

Mr. Harpy. That is certainly all right. I would not take. iss 
with Mr. Kaplan’s Committee getting into the realm of policy, | 
I do not like a determination of policy to be made in a case like this 
and it to be attributed to the actuaries 


roing to pay the 
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Mr. Kapian. No, but we see no basic distinction between those in 
the military service so far as OASI is concerned because ultimately 
they will be covered by the Government. In the transition to new 
private employment, the basic liability is still there under the Social 
Security Act. In other words, it does not cost any less ultimately 
to take care of a person in one profession or industry under the basi 
philosophy of social-security coverage, than to take care of a person 
in any other industry or profession. The ultimate cost is the same, 
regardless of the characteristics of employment. I will admit that 
the risks while in the military service in the earlier years and the inci- 
dence of death in service and therefore survivorship benefits may be 
low. From the point of view of our committee we were concerned 
with the costs involved for overall universal coverage of those in the 
military service. 

We may differ with what Congress had in mind in the way of meet- 
ing the obligation to the O AST fund, but in making a computation 
of the comparable cost, the same basic factors were considered and 
in the first part we estimate the present cost of what it would be under 
the OAST plan; otherwise we would have a different basis for the 
others. 

Mr. Carnes. In Mrs. Hobby’s reply to the chairman, she enclosed 
a memorandum prepared by Mr. Myers as to his determination of 
how all this cost should be paid, which was the way he sugges sted the 
$35 to $42 million and suggested in this section it is revised to $590 
million. She states that these calculations of payments are acceptable 
to her agency as a final settlement of the $160 wage credit if we go 
into the new program. 

Was not Mr. Myers a member of the actuarial staff? 

Mr. Kaptan. He actually was. 

Mr. Carnes. And he perhaps analyzed this $240 million? 

Mr. Kaptan. I do not know, but he was aware of that, because the 
plan was sent to him as the report made to the Board by the actuaries, 
for the purpose of aiding our committee. 

Mr. Carnes. Accordingly, the Committee needs to understand there 
that in fact the Government’s obligation for 1 year is $240 million, 
and I think the OAST in the final recommendation suggested a set- 
tlement of $590 million. 

Mr. Kapitan. On what basis were they willing to settle for $590 
million and on what philosophy they made the calc ulations to meet 
the policy of Congress? I do not know. All I know is that the 
actuaries who had been going over this whole thing reported to us 
in comparing the two items that they followed the same basic 
assumptions. 

Mr. Bares. We have been discussing this for three-quarters of an 
hour, and T do not think we are going to gain anything by continuing 
the discussion, so unless you have some more questions on this particu- 
lar point, I suggest you move on to the next question. 

Mr. Carnes. Let us go back to your report, if you will, Mr. Kaplan, 
and start on page IX. Down toward the bottom of the report you 
say— 

The Committee believes that survivor benefits are also a form of deferred « 


pensation rather than a gratuity and, consequently, that benefit amounts should 
be directly related to earnings and service 


Was that a policy determination that the Committee made? 
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Mr. K APLAN. Well there is some little ditferencs ol Opinio) L hie 
majority thought that was what it was. Personally I no longer viewed 
the payment of pensions or survivorship benefits merely as deferred 
salary; certainly not as a gratuity. I think the time has come whe 
we may view the obligation for pensions and social-security benefits 
just the same as you view the obligation for salaries or any other pay 
ment made to an employee. It would not be just deferred salary, be 
cause if the person does not meet the conditions for retirement, he 
loses the benefit of it. It is not a gratuity, either. It is really a com 
bination of the two, in that if the person meets all of the conditions 
of the plan the contingency is there to pay him his obligation. Call 
what you will, it still is an obligation, whether moral or saiarwiak 

Mr. Carnes. Then it says immediately under that— 


7 In enunciating this basic principle, the Committee is proposing to extend 
to the uniformed services the same concepts of sound pension policy that prevai 
for civilian employees in the Government and in private indust 

By that, do I take it the Committee is insisting in its expression 
in regard to social security, if the military were placed under social 
security, that the military, on ari annual basis, should make its cont! 


bution to social security ¢ 

Mr. Kapnian. Yes, sir. 

Mr. Carnes. In other words they should contribute to the fund as 
they go in there, rather than mere sly acknowledging the hability and 
doing the same as chew do now ? 

Mr. Kapitan. Yes, the same as any other employer. 

Mr. Carnes. In that case, the Government would be the en pioyel 
and you think that the appropriatiol should be made on an a | 
basis ¢ 

Mr. ICAPLAN. | think it would be sound to do so, or at least to set 
it aside where we all might see it, either in the form of an appropria 
tion, or a funded debt. 

Mr. Carnes. Over on the next page, down toward the bottom of 
page X, you mention there 


The Committee is not authorized to study othe ystems which do not directly 
affect Federal personnel. Consequently the Committee's proposals are limited t 
active duty personnel with no recommendations made with respect to vetera 


Mr. Kapnan. That isright. 

Mr. Carnes. We understand that. The question I want to 1 
is what consideration or what treatment does your report regard for 
reservists, such as members of the National Guard and peoule on week- 


end flight duty. Do you interpret and treat those people as on full 
active duty ? 

Mr. Karntan. Yes; because you do recognize them as such. Not the 
ones that have actually been separated completely from active service 
Mr. Carnes. But all peop are weekend travel duty and any others 

on a salary would be treated in your proposal just as though t] 


were part of the military ioe regardless of how long they serv 
on active duty ? 

Mr. Kapitan. Yes: because Congress has established th: t pol 

Mr. Carnes. At the present time some of those people are mph under 
FECA, are they not ? 

Mr. Kaptan. I appreciate that, but bear in mind our committee 
did not necessarily believe that persons 8 the service who are < alled 








~ 
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into active duty for only a short span should necessarily be treated 
as such, but Congress had already established that policy, and it was 
the poli icy of our committee not to disturb the policie ~ already effected 
by Congress if we could avoid 1 

Mr. Carnes. Immediately alee that you say: 


The recommendations in this report are intended to apply to all members 
f the niformed services, including members of the Army, Navy, Air Force, 
Marine Corps, Army and Air Force Nurse Corps, Navy Nurse Corps, Coast Guard 
Coast and Geodet Survey, and Public Health Service 


We have gotten an e xpre on from the Department of Labor that 
ney fee] that it may he best it the Coast and Geodetic survey and 
the Pul lie Health Service were not included under this plan, but 
were made eligible under the FECA plan. What would be your 
thi king on that? 

Mr. Kapxian. I do not recall of any such recommendation having 
een made to our committee. 

Mr. Carnes. No, sir; it was not. 

Mr. Kapitan. But they are all really part of the Armed Forces, and 
I do not see any particular reason fo1 making a distinction. 

Mr. Carnes. The Coast | Geodetic Survey nor the Public Healt] 
Service ure part of the Armed Forces, are they ¢ 

Mr. Kaptan. In time of war I believe they are. 

Mr. Carnes. I talked to Mr. McCauley, and here is the situation 
that uld exist that the Public Health Servi e, for the most part, 
ire only in the Army to the extent they are actually serving as an 
ntegral part of the Armed Forces, and under this plan men in the 
Public Health Service, under the uniformed plan, may be called to 
ro I ome Toreign [al d to examine a situ ition. and he would be put 
nder VA benefits and social security through the basic tax in your 
plan Is that correct ? 

Mr. Kapian. That is right. 

Mr. CARNES By the same token, men in the Public Health service 
f they were serving in some field at home would be covered under 

FECA benefits 

Mr. Kapitan. That is right. 

Mr. Carnes. And the man who stayed at home and did not have 
that risk, if he were to dis = duty hi Ss payments may considerably 
exceed what the whole estab lishme nt may have made in the Public 
Health Service assig) a Army on a dangerous mission. 

Mr. Kaptan. I do not believe that is true. 

Mr. Bares. Will you prepare a chart so that the committee can have 
the advantage of looking at some figures as actual figures and get 
that pome|t establishe 1? 

Captain Hoyr. It is my understanding that the Public Health Serv 
e and the ¢ oast ae Geodetic Survey were 1h luded entirely in this 
plan: therefore, a re blic He alth } erson, no matter where, would no 
longer be covered in FECA or a aya uniformed service. One of 
the basic features of this pies. is ‘the fact the FECA is abolished 1 
its entirety un der the plan for the uniformed services. 

Mr. Carnes. But are the Coast and Geodetic Survey and the Publi: 
Health Service part of the uniformed services ? 

Captain Hoyr. Yes, sir; they have exactly the same pay and uni- 
orm situation. 

Mr. Bares. They were included in the Optional Retirement Act. 


r 
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Captain Horr. And under the Career Compensati 
always been with us. The Kaplan Co ttee, I thin 
them in the uniformed system as one ul U 

Mr. Kaptan. You see, that is the philosophy of our Committee 
fo change the basic poli V aire idy 11 stituted as il relates LO pe pit 
the respective services. They were treated as part of the n ’ 

Mr. CARNES. Were they hot treated is part of the m tary 
when actually erving 

Mr. Kaprnian. That is a technical po 

Mr. Carnes. They are not part of the 1 
ictually ser 

Captain Hoyr. Except for pay l retirement servic The } 


no. as | inderstand 


and retirement 3 exactly identical | { iS lied to the attel 
f the uniformed service sa distinct n bet the armed serv 
and the unifor ed sel e 
Mr. IK APLAN. Our Committee { lt we ere ft ul or \ th I 
matters as we found them, and leaving to ¢ l LAKIN al 


ences or changes 


Mr. Carnes. At the direction: of the chairman, we too! E the 


n-service benefits that ere created through the m 
954 and using that master list ha 
for us the amount of payments being mad y the Federal ¢ 
ment by virtue of those benelits, and \ pilect t 
gotten out studies. I want you to be awa be . { ‘ 
into the next point. 
One of your recommendations to the Cor tee Was regarding 
G6 months’ } l Oratulty You iid at t] re { 
S465 and the maximum S6.875 Was vi I f he + , 
was too small ind the apt » Was too generous ¢ 


Mr. K API N In tne hoht ot the estat é \ } ! t 


and what other benefits had bee 

Mr. Carnes. So therefo your rr mi itio ones o 
death oO] ituit) ~ th if he minimum i rie ( e sd 
the maximum $3,000, and between tl l the $1.20 e 
payment calculated just as it has been, but be e¢ those margl 

Mr. Kapitan. Yes; between those mars 

Mr. Carnes. The point I want to make is that of the 67 
which we analyzed we found only 44 were listed men who will r 
ceive more than $1.200, and there were ly 11 officers receiving more 
than $3,000 So this recommendati on the part of the Committ 
is a little more costly than the exist hg syste , as yO ndicat 

The point I want to make ind the que t1o I want to ask—we tel 
on will have a compilat on of the 6 months’ death grat ity on an act ul 
dollars-and-cents basis in each case lid your Committee give any 
thought tO making the 6 months’ death or tuity, rather than be Y 
based on pay, as a lump sum payment, say, S15 10 or $1,800 bet f 


officers and enlisted men ? 

Mr. Karian. We did consider that, but decided we should maint 
the same relationship due to the fact that retirement and OAST 1 
late to length of service and pay of the individual. (nd that is the 
basic pattern of most pension plans. 

Then we made a study of the retirement plan and the death bene 
which are generally fixed at anywhere from 6 months’ to a year’s 
salary, based on the number of years of service and base don the lat 
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of the individual, so that the person in the $10,000 bracket gets half 
pay of $10,000, and the person in the $2,000 bracket gets one-half of 
$2,000. The whole theory of pensions and retirement pay is geared to 
the pattern of leneth of service and aver ag e salar y. 

Mr. Carnes. But you did consider a lump-sum payment and 
cided against it ? 

Mr. Kaptan. We did, and we rejected it in favor of this plan of 
placing them in the same relative plan. 

Mr. Carnes. Under that, on page 5, you say : 

The new service-compensation program recommended by the Committee 
based on gross pay rather than base pay. 

I would like to ask you toe xpl: ain to the committee what the com 
ponents of this gross pay are and, after th: at, why you wi anted to adopt 
a policy which is a rather radical departure. You have said in the 
past that you tr ied to keep the pl: in based on the polic vC ongress had 
already indicated. This is a rather strong departure from the policy 
that Congress has indicated. 

Mr. Karitan. The reason we departed from that policy was that 
where we found it was either grossly unjust or indefensible—let us 
assume you were going into a pattern of coverage—we would then 
depart from it. Otherwise we were not justified. We found it neces 
sary to depart from the Committee’s policy here, but we departed only 
in order to fit it in with the coordinated plan we had in mind, and 
because of the various components we were building up with respect 
to retirement and survivorship. 

Mr. Carnes. I wonder if the committee will turn to page 15. | 
think this chart is the basis on which you predicated your gross pay 
scale, is it not’ 

Mr. Karrian. That is correct. 

Mr. Carnes. So in that chart you took into consideration the base 
pay, shelter, subsistence, overseas pay and allowances, hazardous or 
clothing, medical costs, reenlistment bonus. Then as you arrived : 
the gross pay for all of those pay grades you assigned the unit cost 
to that pay grade in denominations beginning with $200 and run- 
ning up 

Mr. Kapuan. That is correct. 

Mr. Carnes. And that is the basis on which you figured the com 
pensation paid as well as the social-security wage? 

Mr. Kaptan. That is correct. 

Mr. Carnes. The different benefits would be projected on the gross 
pay given the man as arrived at on page 15 of See report ? 

Mr. Kapitan. That is essentially correct. 

Mr. Carnes. I would like to have the members of the committee ask 
you any questions they may have on the adoption of the philosophy 
of paying the survivors of Armed Forces personnel on the gross pay 
as compared to the philosophy which is currently existing of paying 
on the base pay and treating all persons on the same basis. 

Mr. Kran. We have not done that on social security. Domestic 
pay on the actual cash, with no consideration being given to food or 
lodging or anything else. 

Mr. KAPL AN, Th: at is true, but on the othe -) hand one does not neces 
sarily think in terms of a domestic getting a comparable salary. 
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Mr. Kran. A domestic who lives in does cet a considerable benefit 
on housing and food. 

Mr. Kapuan. That is true, but there again you have a polis Vv esta 
lished by the ( ses, et as totreat ing cdomest 1c help. 

Our committee came to the conclusion that the actual pay of 
person in the mallit ary was not represented by his basic pay, but that 
these other factors are just as much a part of his sal: iry as compared to 
civilian , ment, generally. Just as, for example, persons who ar 
employed i1 some of the public institutions are allowed to includ 
maintenance as part of the base pay for retirement purposes. 

Mr. Kean. That is something we had quite an argument about, wit 
reference to social security. 

Mr. Kaptan. You must also bear in mind that social security is 
confined to a limited amount for everybody, up to $4,200. Beyor a 
that amount you do not take into calculation for anybody. 

You would not, for example, say a person’s retirement allowances 
should be based exclusively on the cash he gets without taking into 
consideration other emoluments or perquisites he would get in conne: 
tion with his position. That is not the general policy or philosophy 
of retirement benefits in public service and not so even in privat 
industry. 

Mr. Kean. You have had a lot of experience with industry. Fo 
instance, in calculating the pensions that are given to an industrial 
worker, if he gets a free lunch in the building, as is often given, is that 
included in the base from which he gets his retirement pay ? 

Mr. Kapian. No. But generally you will find this, however 
Where a person is paid below the level of F salary of another perso! 
because of such benefits accorded to him, like lodging or other factors, 
they adjust the amount of the salary to accord with what he would 
have gotten as a straight salary, in fixing his retirement 

Mr. Kean. In the retirement pay ? 

Mr. Kaprian. Yes. 

Mr. Kean. When they get the retirement pay they would increas¢ 
the retirement of the man because he had that? 

Mr. Kapian. They adjust it for what would have been his salary 
the position. That is done in the public service as well. For example, 
in the New York State service you will find that the State law affecting 
retirement of public employees includes in the retirement benefits not 
only the cash payme nt as salary but whatever they get as maintenance 
as fixed by the budget director. The two are combined in fixing th 
allowance, 

Mr. Carnes. Mr. Kaplan, I think one of the basic object ives to using 
your pay approach—and it may be a well-worn one—is the gators 
of the time of war, when you are drafting people into the servi 
where there is an element of compulsion to enter the military service, 
and you are drafting people who have great capabilities out in civili 
life. It may be the ¢ apability is because the man is working for hi 
father, but his earning power is fairly great. Yet you draft him as 
private. If he dies on active duty his widow will be « ompensated 
private’s compensation, will she not? 

Mr. Kaptan. Presumably. 

Pir. CARNES. I think that is one of the basic objections heard, 1 st 
fr 1m some preliminary discussions. This being an executive session, 
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I will say that is one of the basic objections which has come from 
some veterans’ organizations as to this proposal. 

Mr. Kaptan. What would you do? Would you ignore the other 
payments besides the cash? That is not fair, either / 

Mr. Carnes. The thing is that this type of program is very fine 
where you have a stable peacetime service. If you pay them accord 
ing to the rate in rank, where there is a volunt: ary service program 
that is one thing, but where you have an element of compulsion, sort 
of forcing these peop le] In, you should not pay them where they have 
to go up through the r: anks, so to speak. I am not going to dwell on 
the point, but you understand the point being made. 

Mr. Karnan. I get your point, but frankly I do not think that is 
quite a cogent criticism. We cannot help what happens in times of 
emergencies or war with respect to the economic status of people. 
That happens to a lot of other peop le in areas besides the military, 
Just the same as people have been affected by emergency depressions 
Too. You cannot guarantee all of them their economic status is foing 
to be all right all the time. The most you can do is to hope to deve lop 
' pl in to encourage a career serv! 

Mr. Bares. I do not think we Seon have to be too concerned about 
this young individual who is making such a large income because 
he is working for his father. If we are talking about the benefits and 
the son is in that financial condition I do not think he would be too con 
cel ned about the benefits for his dependents, since his father possesses 
that much wealth. 

Mr. Kapuan. Yet you want to give him all the benefits you can i 
the milits ary. 

Mr. BATEs. Of course there is a prob lem when a man in the fortie 
comes into the service and his own earning power on his own ability 
has been high. If he gets a private’s benefit it is rather discouraging. 

Mr. Carnes. Mr. Kaplan, we will proceed on to page 6 of the re 
port. You are talking about the savings here. 


The cost of the preposed program is substantially less than under present 


conditions. The annual cost of existing survivor provisions, based on data as 
of June 30, 1953, is about $201 million; the annual cost of the proposed plan is 
about $127 million. The new program thus represents an annual savings of 


approximately $74 million or about 37 percent. 

Thi sis some what divoreed from your consideration, and we realize 
your jul isdiction was limited, but the question that has been presel ted 
to us, by letters whi ch the chairman has sent out and comments that 
have come back, is that the Veterans’ Administration feels if we are 
voing to pay these hi oher rates of compe nsation which you have su g- 
gested, on future deaths, hat we should also allow existing benefici 
aries to have ane le ction to choose these higher rates. 

To cite a spec fic example, there are widows now dr: awlng S87 a 
month, who are only widows. Under your proposal you would have 
a widow receiving a minimum of $125 a month. 

Mr. Kapuan. That is right. 

Mr. Carnes. If this law went into effect July 1 of next year, if a 
man died in July his widow would receive $125, but the widow of a 
man who died in June would only receive $87. They feel as a prac 
tical matter that there would be a hue and cry to allow existing e ne 
ficiaries to elect. these higher benefits which you are proposing. 

Do you think that is a realistic statement? 
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Mr. Kapian. It is very realistic, but I do not know that 
sarily sound. You increase benefits prospectively in retirement 


tems by pay levels and everything else. It is done in private indu 
and in public service. 
Sometimes we invoke what is known as the grandfathe 


make it retroactive up to a certain point, but 1 do not know 
earth you can adopt a plan wherel vy every time you grant al nere 
benefit, to make it retroactive to everybody who might have b 
that position, unless you want to underwrite a greatly increased co 

Our Committee approached this problem from the point of view « 
a prospective operation 5 to put In What amounts to a revised pla 


concept of military retirement benefits. It has to start somewhert 
some time. 

Mr. Carnes. That is exactly the point. However, the Veterans’ A 
ministration knows the practical problems it faces and the po 


pressures it faces. 
Mr. Kapian. I appreciate that. 
Mr. Carnes. They feel that whatever savings you are ad\ 
will more than be wiped out, ever if the sa nes are leoitimate 
Mr. Kapuan. [ understand. 


Mr. Carnes. I am not saying they are ol re not. However, the 
say the savings proposed would be wiped. o t by the fact 
would have to amend existing legislatior up the benefits on LK 
the situation more compatib a as to the existing survivors, t 
survived under conditions in » past as compared to those 


future. 

Mr. Kaptan. Some of you may re all that I was for many 
director of the National Civil Service League. In studyn id 
ministration of the civil service and the salary structures and the 
pension benefits, I find that argument is always made every tii 
is an increase in salary of employees prospectively. People wl 
already been serving and who even had been separated from the s¢ 
ice wanted to know why their salaries should not be adjusted retroa 
tively, on the ground that they performed the same dutir 

You have to start somewhere. You cannot make everything retroa 
tive. 

Mr. Bares. But that is the way we alw: ays wind up down here. 

Mr. KAPLAN. That may very well be, but that depends upo tne 
policy that the Congress adopts and the courage the Congress has t 
resist some of these pressure groups. 

Mr. Harpy. Well, it is a little bit more than a question of being a 
to resist pressure. Sometimes your sympathi S run away { 
when you see suc h inequities, 

Mr. Kaptan. I am not against any reasonable adjustment, but you 
might just as well say that the insurance companies that have reduced 
the interest rate on annuities should go al 
in the past, ¢ rif they inerea se values of benefits they should give ther 
soumvenainads ae purchased policies before, and for the widows living 
on annuities. 

Mr. Bates. Every time we get a cutoff date in the Armed Servic 
Committee, as Captain Hoyt knows, it means that we are in hot 
water. 

Mr. Karian. Congressman, I have gone through that myself. It 
is the bane of every legislator. Eve ary time he tries to make adjust 


ead and reduce everybod 
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ments prospectively he is confronted with the problem of those who 
should have gotten similar benefits. 

It is much like the argument made, with some plausibility, as to the 
people who, when they retire, should have their pension benefits all 
be ine me sed in accord with the highest salary levels paid in the fu 
ture. I do not know the answer to that, unless you have the money 
bags. 

Mr. Carnes. Mr. Kaplan, I wanted to interrupt there to bring out 
one thought and ask you one question, which we may not get back to. 

Mr. Kaptan. Surely. 

Mr. Carnes. There has been a bill prepared bv the Department ot 
Defense to implement your recommendations. Have you seen a copy 
of that bill? 

Mr. Kapian. No, I have not. 

Mr. Carnes. Mr. Chairman, I think if Mr. Kaplan would be gra- 
cious enough to do it it would be very advantageous to the commit 
tee if he would look at that bill and see if in his opinion it carries out 
the provisions, and advise the committee as to that. If it is agree 
able with the chairman, Mr. Kaplan, would you be willing to look 
over that bill and see if it does attempt to implement into legis 
lation the recommendations of your Committee, and advise the Com 
mittee accordingly at a later date? 

Mr. Kapran. I see no reason why I should not do that for you. 
Frankly, there may be some phases which even the chairman may 
not understand, in the technical language of the legislation. 

Mr. Carnes. I am sure there is that ao 

Mr. Kaptan. Realizing how much the Chairman has been remuner 
ated for his services as Chairman of the Committee, we just throw 
that in, since it would not make much difference. 

My impression was, frankly, from my discussions with those who 
were to draft the proposal, that it was going to carry out substan 
tially what we recommended. I would not be surprised if it has 
done so. 

I assure you that if in going over it I find it otherwise I will com- 
ment on it. I have no reason to defend the Defense Department Ol 
anybody else. I have no axe to grind nor anyone to favor. 

Captain Hoyr. Mr. Chairman, at this point may I interject the 
statement that the legislative drafter is here with me. She drew 
this proposal and will tell you that she was under the strict instruc- 
tions from Mr. Wilson in his capacity as ex officio member of this 
committee not to deviate by one jot or tittle from the recommenda 
tions of the Kaplan report. 

doubt if you will find any place where we did deviate. There 
were certain provisions in the legislative draft that many members 
of the services did not like, but 1t did follow out the Kaplan Com- 
mittee report, and there is not a change in this thing, I am sure. 

Mr. Karian. May I make a statement on behalf of our Committee ’ 

Our Committee does not take any particular pride in what its 
recommendations as to policy were, in the sense that, “This is it and 
nothing else in the world would take its place.” Our feeling was 
that we were making recommendations to the Congress in the light 
of its directives, “What would you as a Committee recommend to the 
Congress under the circumstances we have asked you about?” 
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What Congress does after that is its own responsibility. We take 
no umbrage and shed no crocodile tears if you do not completely agree. 

Mr. Carnes. Mr. Kaplan, I wish we could dwell on these points 
more, but we want the advantage of your thinking on several issues 
and it is getting late. 

On page 6 of the report you state: 

There are two primary reasons for the substantial savings: First, the classes 
of beneficiaries under the proposed plan are limited to those who suffer financia 
loss due to the death of the serviceman. Only widows, minor children, and 
dependent parents may receive benefits 

Under that provision, where a dependent widow is drawing benefits, 
a dependent mother or father can likewise draw benefits as currently 
as permitted under the VA, or would you permit that / 

Mr. Kapuan. No. 

Mr. Barres. Why not? 

Mr. Kapian. Well, the question arises: For whom are you pro 
viding survivorship? ‘The one you are concerned about first is the 
retiree. That is the first obligation of a retirement system, to the 
retiree, the person pensioned. If anything happens to him it is ther 
his immediate dependents, the widow and the children who need to 
be provided for. That, | believe, is our primary obligation. 

Mr. Carnes. What about those men in the service who realize such 
an obligation to their parents that even though they have families 
they also have registered allotments to their parents? Quite often 
even after a man marries he still maintains an obligation to his parents. 

Mr. Kaptan. Do you not think his obligation is first to his widow 
and children ? 

Mr. Carnes. But the Veterans’ Administration and the Congress 
up to this time has felt his obligation is of course first to his family 
and his wife, but that there is also an obligation to his parents. Your 
Committee apparently takes the position that there is no obligation 
to his parents. 

Mr. Kaptan. Not if there is a widow or children. That is as far 
as I would be inclined to go. 

Mr. Carnes. If there is a widow and children there is no obligation 
to the parents under your proposal ¢ 

Mr. Kaptan. That is correct. 

Mr. Bares. But you do believe under certain circumstances the 
dependent parents should receive benefits ? 

Mr. Karian. That might very well be so. 

Mr. Bares. Even though a fellow is married, because of the con 
dition of his family it may be that he is even making an allotment 
to his parents. That condition exists in many, many places 

Mr. Kaptan. I appreciate that. 

Mr. Bares. Are you saying under those circumstances, even when 
he and his wife had to make a supreme sacrifice to help out his folks, 
that his folks should get nothing ? 

Mr. Kaptan. Well, it is a question of whom are you really con 
cerned about in the first instance? I believe it is his immediate family, 
the widow and children. 

Mr. Bares. But you say that under certain circumstances his 
parents should receive it. 
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Mr. Karuan. If there is no widow and no children, if they happen 
to be the sole dependents, you might make that distinction. 

Mr. Bares. It seems to me you are either going to give this to de 
pendent parents or you are not, depending upon the need and the cir 
cumstances involved. If a fellow is making an allotment to his 
parents while he is married, do you mean to tell me it is your particular 
thought that you would eliminate them ? 

Mr. Kaptan. All I can say is that the general pattern with respect 
to these survivorship benefits, in both private and public retirement 
systems, with the exception of the Veterans’ Administration benefits, 
which is I think about the only one I know of that goes beyond the 
living widow and children, is that. I think that is a sound principle. 

Mr. Bares. I think that would be a sound point of view in certain 
circumstances, but once you do provide that the dependent parents 
get it under some circumstances it is not quite the same. The fact of 
whether or not he leaves a widow in addition to his parents I do not 
think should have anything to do with whether or not the parents 
get it. 

Mr. Kapxian. I do not quite agree with that; I am sorry to say. 

Mr. Harpy. I would have to go further than that. This thing ap 
plies to draftees as well as anybody else in the service. 

Mr. Kaptan. Correct. 

Mr. Harpy. If you draft a man, he might be married and he might 
have an invalid mother and father also, and it is possible that he was 
supporting them. I do know of cases like that. 

Mr. Kapian. I appreciate that. 

Mr. Harpy. They depend upon him entirely for their support. If 
he is drafted you are saying if he gets killed his widow will get some 
thing but his mother and father will go to the poorhouse; is that 
right ? 

Mr. Kaptan. If you are going to do that, Representative Hardy, 
you might as well extend that same point of view to everybody in the 
retirement system, civil and otherwise. They have dependent parents, 
also. 

Mr. Bares. If a man is making an allotment to a dependent parent, 
while he is married, it seems to me that the means test and the need 
are right there, with no question. I have had these cases come into 
my office many times. 

“Mr. Karuan. I appreciate that, but you would have the same prob- 
lem with respect to the civilian retirement system. 

Here is a man serving in the town of Salamanca. He is killed, or 
he dies. You take care of the widow and the children. You do not 
take care of the dependent parents except where there is no widow 
and no children. 

If you want to do that in the case of the military dependent, that 
is a departure from the basic policy of the survivorship obligation 
and goes beyond the widow and children. That is a policy for Con- 
gress. 

Mr. Harpy. At least it is a voluntary proposition when a man takes 
a position in private industry and is covered by a plan that is volun- 
tary. 

Mr. Kapian. I do not know. It is not any more voluntary than 
getting a job in the public service, when you ‘iave to eat and live. At 
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least there is not much difference. There have been times that a 
fellow feels that he is drafted, almost, going into industry, with the 
unions and all, just like going into public service. 

Mr. Harpy. Maybe you have a point there. 

Mr. Carnes. Mr. Kaplan, Mr. Teague has raised a question here 


Mr. Karuan. I do not want to dismiss that so cavalierly. There 
is some merit in what you say, but I wonder how you justify it any 
more in military service than in civilian service. A dependent is just 
as dependent whether he is a civilian or a military person. It does 


not help any to say, “You are not a military person and therefore 
we will not take care of you.” 

Mr. Bares. If you would not give any benefits to the parents then 
I think your position would be consistent. But I understood you to 
say that you gave them under certain circumstances. Generally whe 
the fellow has a widow remaining, under those circumstances you 
would not give anything to the parents, but if there were no widow 
you would ; “is that your position 4 

Mr. Karvan. That is right. That is generally the plan. 

Mr. Carnes. However, at the present time the parents get $92.90, 
just by virtue of being parents. Mr. Kaplan has set up a rather rigid 
classification of dependents, before such parents would be eligible. 

Mr. Bares. I agree as to the need. Just any parent should not get 
it, but if a married serviceman was making out a voluntary allotment 
to his parents, while living, the needs test has been pretty well estab 
lished. 

Mr. Teacur. What if he had an allotment to a dependent sister o1 
a brother ? 

Mr. Kapian. If you really draw the line, I do not know. If you 
are going to do it for the dependent parents, why not sisters and 
brothers and others? 

Mr. Bares. I think you could draw the line by saying, “No par 
ents”; is that what you say ? 

Mr. Kaptan. I feel very strongly, and so did our Committee. This 
obligation under a pension plan is distinguished from a public assist 
ance or relief plan and is a responsibility to the immediate members 
of the family who are dependent, and only where there are no such 
immediate members of the family de -pende nt do you go beyond that 
to others. 

In other words, we followed the same policy as with respect to all 
other pension plans I am aware of. Rare is the case where there is 
a widow and children that the survivorship benefit goes to others 
besides them. It is only in the absence of a widow or children under 
18 that you go beyond them to provide for other dependents, whether 
they were dependents before or not. 

I think we are confusing somewhat the problem of public assistance 
to collateral dependents with a basic fundamental retirement obli 
gation. 

Mr. Bares. It looks as though we are going to take some time here. 
Would you like to take a 5-minute break here? 

Mr. Kapian. It is all right with me. 

Mr. Bates. We will recess for 5 minutes, 

(Thereupon, a short recess was taken.) 

Mr. Bares. I realize that many of our visitors in the audience have 


} 


engagements or pickups which they must make. Any time the sched 
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ule requires anyone to leave at a certain time I hope he will feel free 
to clo so. 

Mr. Kaplan and his associates will be the only witnesses we will 
have before us this afternoon. We will meet here again tomorrow 
morning at 10 o'clock, so all who desire may use their own judgment 
as to when they wish to leave today. 

We will not have the benefit of the advice of Mr. Kaplan again, 
perhaps. He is extremely busy and was very kind to come down today. 
I do think we should take full advantage of your presence, as much 
as we possibly can, if it is all right with. you, Mr. Kaplan. 

Mr. Karian. It is all right with me. I was prepared to stay here 
until a quarter to 6. 

Mr. Carnes. Yes, sir. 

The next question is: Should adjustments be made for increased 
social security? By that we mean that when social-security benefits 
are increased, just as they have been in the 1954 amendments, all of 
your calculations and recommendations are in dollar-and-cent figures, 
as to what you thought was an adequate level at that time, and have 
been somewhat increased by the 1954 amendments. 

Mr. Karuan. That is right. 

Mr. Carnes. Do you feel any increases in social security or any 
increases in pay granted to the military should be additive to the basic 
proposal, without ever having a ceiling? What are your thoughts 
with respect to those things? 

Mr. Kaptan. Our Committee discussed that informally during 
our deliberations, and we agreed that whatever increases are mi ide 
in social-security benefits should have nothing to do with the basic 
retirement benefits; any increases hereafter made in social secur ity 
which will affect everybody should effect an increase for those in 
public service just as well; and we should not attempt to offset any 
inereases against the amount of retirement or survivorship benefits 
when such benefits are increased. 

I have made the same recommendation, incidentally, in my recom- 
mendations to private industry with respect to adjustments of social- 
security benefits. 

Mr. Carnes. Would you oppose the placing of a ceiling on benefits 
at an arbitrary figure; saying that in no case shall more than $400 
be paid as survivorship benefits, or some such arbitrary ceiling? 

Mr. Kapuian. Frankly I would not. 

Mr. Carnes. Al] right, sir. 

Mr. Bares. Mr. Kaplan, on that point, perhaps early at the next 
session of Congress, increase of salary will be contemplated for Fed- 
eral employees. If we did establish at that time a certain figure, say 
5 percent or whatever it might be, I would suspect that the Armed 
Forces would have a bill introduced for that particular purpose to 
include them. If you are going to go along with this social security 
for them, which would be a 2- percent tax, would you increase that 
amount, or would you just give them the basic increase which you now 
might give to others? 

Mr. Kapitan. No; I would not increase the amount. 

Mr. Bares. Of course, that is really a loss in pay. 

Mr. Karian. I realize that. My philosophy was that we would 
treat them no differently from persons in private employment with 
respect to such adjustments. 
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Mr. Bares. Except that it is difficult to know what a cljustmet ts 


have been made during the years for civilian a because of 
that particular deduction. In other sede they think of take-home 
pay. 

Mr. Kapian. | appreciate that. 

Mr. Bares. There are taxes and everything else, which are beside 


the point. All they know is “what we t: ake home,” and they argue on 
that basis. 

Mr. Kapran. I appreciate that. 

Mr. Bares. They have a certain amount of money each week. As to 
the military, if they get into a new program, they will have an actual 
cut In pay at this time because of that particular deduction. 

Mr. Karian. I appreciate that. 

Mr. Bares. You would suggest then if we were going to give an 
across-the-board increase to Government e mployees that no considera- 
tion should be given to the military for — particular deduction ¢ 

Mr. K APLAN. I do not see any reason for i 

Mr. Carnes. Mr. Kaplan, we want to ac a ledge the fact that the 
committee is very much aware of your recommendation with respect 
to FECA benefits, but we will not discuss that this afternoon because 
there is nothing controversial about it. 

On page 39 of your report, at the end of the first paragraph of that 
report, you say: 

Every member of the Armed Forces would be guaranteed immediate insured 
status under old-age and survivors insurance so that he would have survivor 
protection if he died before completing the normal 18-month qualifying period. 

There may be some deaths in the course of the year, They ibay be 
limited in number to 25, 30, or 40. 

How would you feel that the OASI trust fund should be reimbursed 
for that liability ? 

Mr. Kapuan. Frankly, I had not reviewed that, other than a reali 
zation that, to avoid any comp yication in a transition period and sur 
gr protection you had to do this. This was really expediency 

Mr. Carnes. We realize that, but how should the OASI trust fund 
be reimbursed for that ? 

Mr. Kapian. I do not recall that our Committee ever made any 
determination on that or gave consideration to that phase of it. 

Mr. Carnes. Mr. Surgies, I wish that the social-security people, 
when they testify, would take some cognizance of how they think they 
should be reimbursed on that particular aspect of it. 

Mr. Kean. The trouble with that proposition is that of course every 
body else in social security will demand the same thing. They do not 
see why the soldier should get it and not everybody else. That is what 
will happen. 

Mr. Kapitan. That could happen: yes. By the nature of the mil 
tary service you had to do something about taking care of the interim 
period. 

Mr. KEAN. I do not think it ought to be handled under social secu 
rity. That is my snap judgment on it. Those payments ought to be 
made by the Veterans’ Administration or somebody else, and not. ball 
up soe ial-sec urity records by having something special. The some 
thing special is what we were just talking about awhile ago, for cer 
tain groups under social security. 
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Mr. KAPLAN. Would it make much ditference whether the Federal 
Government reimbursed social-security funds for whatever cost 
involved here, as against the other? I should imagine it would not. 

Mr. IK AN. | do not think it should be handled as A SOL inl SOX urity 
payment, 

Mr. Carnes, [I think Mr. Kean has a good point there. 

Mr. Karuan. I see the point. 

Mr. Kean. I do not think it should be handled as a social-securit 
payment. It balls up your whole system. 

Mr. Kaptan. We made that recommendation, frankly, only as 
mi: fee of expediency to take care of that gap for that period. 

‘aptain Hyor. Things like that Pennsylvania train wreck, where 
a peop le got on the train on the w: iv to their first duty station and 
after they had been in the service LS hours they got killed. Thos 
are the people. 

Mr. Kean. They might have been workers going out to work at the 
Montgomery Ward plant or something or other, and they would not 
get social security. 

Captain Hoyr. That is correct. You are on pretty good ground, | 
think. 

Mr. Kean. That is my off-the-cuff judgment.. 

Mr. Kapnan. Yes: but you have an obligation to these people i 
military service, when you do not provide something to take care of 
that gap. How you do it is a matter of policy. 

Mr. Bares. We do not want to be starting up a lot of other systems, 
too. Weare trying to simplify this thing. 

Mr. Kaptan. We had our problem. We made that recommenda 
tion, frankly, with some reluctance. 

Mr. Carnes. Mr. Kaplan, I wonder if you would turn to page 65 of 
your report and look at the first table there, which shows the base pay 
of poe military by years. 

Captain Hoyt, I will ask you this question: Am I correct in assum 
ing the base pay, military, Army, increased from $968 million in 1949 
to $2,560 million in 1953? 

Captain Hoyt. That is correct. 

Mr. Carnes. On that basis the point I want to make for the members 
of the Committee is that there is a contribution for social security in 
volved, and the part that the Federal Government would have to pay 
as its contribution on social security would have greatly increased 
that 5 vear period. 

By the same token, where VA pensions are computed on gross pay 
the obligation of the Federal Government would have been greatly 
increased over that same 5-year period. 

Mr. Karian. If it had been in existence, yes. 

Mr. Carnes. If it had been in existence. The point to be made is 
that it is not impossib le to conceive that from 1953 to 1963 or some- 
thing these figures m: Lv go perh: ips not quite so progressive ly but at 
a higher and higher rate, which is going to make the plan advocated 
by Mr. Kaplan more and more expensive. 

Mr. Bares. Of course you have twice as many men. You have an 
Army representative here, but as I recall there are approximately 
twice as many men in the Army today as there were in 1949. 

Captain Hoyt. That is correct. 

Mr. Bares. That is one factor. 
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Captain Hoyv. Incidentally, today we have not quite is mMahvV as 
we had at the time this report was in. 

Mr. Bares. That is right. 

Captain Hoyt. In other words, the level of the Army pay today 1s 
down. I do not know the figure, but it would be considerably below 
this figure. 

Mr. Carnes. How many pay raises has the military received since 
1949, Captain ¢ 

Captain Hoyr. One. 

Mr. Carnes. One / 

Captain Hoyr. One. The base pay at that time was increased 4 
percent, in 1952 

Mr. Bares. There was a pay increase 1n LO4S ¢ 

Captain Hoyr. 1949. There was another one in 1952. 

Mr. Bares. 1949 and 1952? 

Captain Hoyr. That is correct. As I say, the big difference is en 
tirely in the size of the force. The forces today are comme down. 
Our best guess on the social-security contribution, on the basis of ou 
present strength, is $187 million as against the $215 million shown in 
the Kaplan report. 

Mr. CARNES. Mr. Kaplan, the re is one other question that re rally 
does not relate to your re port, except as to the etfects of imple menting 
your report into legislation. and we would like to have an expression 
from you on this. 

There are currently approximately 314 million civilians in the 
United States who hold either national service life insurance or the 
United States Government life insurance policies. Those are policies 
issued by the Federal Government. If those people on active duty 
ever lose their lives in the line of duty or if their death is due to or 
traceable to hazards of military or naval service, the Federal Gov 
ernment itself pays the face amount of that policy and it is not paid 
out of that fund. 

Mr. Kapian. Yes. 

Mr. Carnes. The question is this: If your recommendations were 
put. into effect and you had the military under social security and 
this somewhat increased VA compensation, plus the 6-month death 
gratuity, and you had a national emergency whereby these people 
who hold these national service life insurance or United States Gov 
ernment life insurance policies came back on active duty in a national 
emergency, if they died while serving in that national emergency they 
wouk d get the 6- month death er: atuity, your social security under the 
new plan, and they would get the inc reased VA compensation, and 
they would also have for their survivors an insurance policy, which, 
of course, we realize they have carried and have paid for themselves. 
That will be a supplemental survivor’s benefit. That is regardless of 
the fact that those people have paid the ee emge on that, it is in 
escapable, if they died on active duty or died as a result of military 
or naval service, that it is the Federal Government that is providing 
for those 314 million, or whatever percentage of them, who may die, 
for an extra layer of survivor's benefits. 

One of the criticisms of your recommendation that came to the 
Committee by way of comment from the agencies was that this would 
present a very great problem, because the people would say, “Regard- 
less of the fact that those people had paid the premiums to keep this 
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insurance in force ultimately the Federal Government is providing 
that final survivor's benefit, in that it picked up the full amount of 
the policy.” 

Mr. Kaptan. Well, we were confronted with that problem, and it is 
a knotty one. Most of them at least ought to be given an opportunity 
to redeem or convert whatever policies they have under certain condi- 
tions. If they came back in the service and then they left service 
again they should probably be permitted to pick them up. 

I do not know how else you are going to solve that problem. 

; remember our Committee discussed that. 

Captain Horr. The Committee’s final conclusion was that a man 
could do 1 of 2 things; either convert, carry it and keep it; or he could 
waive it for the period of his active service. I believe those were the 
two recommendations the Committee made. 

Mr. Kapian. That is as far as we could see what to do with it. 

Captain Horr. That has certain legal objections, and it also does 
not answer the point I believe committee counsel just made, which is 
the fact that due to this provision of law the Government pays for it 
in the event of a service-incurred death, and that the Government 
would definitely be out of pocket on each one of those insurees more 
than it would be on people who did not have the policies. 

It is a tough problem because of that particular provision on the 
Government picking up the tab, which is basic in the insurance law. 
If it were not for that it would be comparatively easy to change the 
insurance law or amend the insurance law and do away with that 
particular thing, because there is no question in my mind that the 
American experience mortality rates are sufficient to carry the cost of 
any service-incurred deaths of these insured people. 

What you are doing, really, by having the Government pick up 
the check on that, is that you are presenting the people who do not 
die, who stay home, with a large amount of premiums accumulating 
at interest, which is going to have to be distributed to people who 
remain in the system. In other words, you have a gigantic tontine 
there. So you are really in a hot spot. 

I think it is probably the toughest knot that the Committee has to 
unravel. How to work out a solution to that one particular problem 
is very difficult. 

Mr. Kapran. Our Committee found that was one of the knottiest 
problems to deal with, and we do not know that we even know the 
answer. Congress created that problem for u 

Mr. Carnes. We are pretty much back to where we started, but 
there is one point I desire to make clear for the record. When I 
spoke of the estimated cost on a reimbursable basis as between $35 
million and $42 million, I want to make it clear that that is the prob- 
able liability over the lifetime to survivors for new claims that occur 
in that year. It is not merely the amount that is being disbursed in 
that particular year. 

Mr. Kaptan. I understand. 

Captain Hoyt. I understand. 

Mr. Carnes. I want to be sure that the record is clear on that 
particular point. 

Mr. Chairman, I do not know of any other questions we should 
put to Mr. Kaplan, unless some of the members of the committee have 
questions. 
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Inasmuch as this is an executive session and we have a vast host 
of talent here from the agencies it may be that some of you people 
from the agencies have some very pertinent questions you would like 
to ask of Mr. Kaplan. I will leave that to your discretion, Mr. 
Chairman. 

I have asked all the questions I desired. 

Mr. Bares. Do any of the committee members have any further 
questions at this time?’ If not, is there anyone here from any Gov 
ernment agency who would like to ask Mr. Kaplan some question, or 
would you be kind enough to answer questions from the audience at 
this point, Mr. Kaplan ? 

Mr. Kapuan. I would be glad to. 

Mr. Bares. We will be working with others who are here from the 
different agencies, as time goes on, and I thought they might have 
some questions of Mr. Kaplan. 

Mr. Kaptan. There is one thing about our committee: We plead 
ignorance, and we have nothing to hide. 

Mr. Harpy. I might make this observation, Mr. Chairman: 

I think the committee is very iridebted to Mr. Kaplan for his pres- 
ence here today, and for the very splendid report which we have be 
fore us here to start as a basis of our work. 

I think it would be understandable that in these areas there would 
be differences in their thinking and judgment which undoubtedly 
would arise and I think Mr. Kaplan anticipated that. 

The fact of the matter is, Mr. Kaplan, I suppose wou have had 
considerable contact with Members of Congress, and you have come to 
the conclusion, as I have, that they are a rather unpredictable group in 
the manner in which they approach some problems. 

Mr. Karian. That does not bother me at all. 

Mr. Harpy. Sometimes I cannot predict my own reaction to a given 
set of different circumstances. 

Mr. Kapian. I have dealt with legislatures for a long period of 
time, and my feeling has always been in submitting information of 
this sort to this effect: Here is the story, and here are the facts. This 
is what we believe, and here is what we recommend, and you do what 
you think best. 

Mr. Bares. You mean what you can get through, do you not / 

Mr. Kapuan. There is no pride of authorship. 

Mr. Harpy. The approach of this committee to the problem I think 
is that we all realize that none of us has the answer to a very difficult 
problem, and we are all groping to find the best possible solution to it. 

Mr, Kaptan. At least, you have one thing now that you did not 
have before: You have the facts on which you can predicate any solu- 
tion, and you have recommendations to shoot at. You know at least 
the areas in which you can hope to act, where before the Congress has 
had inadequate reference material on which it could predicate its own 
recommendations and policies. 

Mr. Bares. We could have had to start a little further up the road 
than we have if it had not been for the magnificent job of the Kaplan 
Committee. 

Mr. Karian. If we did nothing else but that, we are extremely 
happy. 
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Mr. Bares. I want to reiterate that if there are any members of any 
of the agencies here who would like to take advantage of the presence 
of Mr. Kaplan, we would be glad to hear from them. 

Mr. Harpy. With all the talent which is back there, it is incon 
ceivable to me that some of these statements which have been made 
have not provoked anyone to thinking. 

Mr. Bares. That is right. 

Mr. Harpy. We do not want to think that they are all sterile. 

Mr. Kaptan. They are thinking, but they do not want to express 
their thoughts. 

Mr. Harpy. No one can say that they did not know what Mr. Kap 
lan meant when he said something. 

Mr. Bares. On behalf of the committee, Mr. Kaplan, we certainly 
want to thank you for taking your time out to come down here and 
give us the benefit of your advice and study, and we congratulate you 
upon the magnificent job which you have done. 

Your work is going to be of great assistance to us. 

We would like to have you read over this bill which has been pre- 
pared, and which I have not read, and give us the benefit of your views 
on that. 

Mr. Harpy. I would like to make this observation: 

I heard what Captain Hoyt said about the instructions given to the 
draftsmen of that particular bill. However, from my previous obser- 

vations, I have found that sometimes people were given to putting 
their own interpretations on matters of this kind, which are diffe rent, 
and that occasionally there might be some areas in Mr. Kaplan’s re 
port which would be subject. to interpretation which might not be 
entirely consistent with his own views, and that is the kind of thing 
which I think the committee would like to have, or at least I know I 
would, from Mr. Kaplan, and have his analysis in order to determine 
whether or not actually the bill would carry out the objective that he 
had in mind. 

Captain Hoyr. I think it would be wonderful if Mr. Kaplan would 
do that, and I shall undertake to see that he has a copy of the bill in 
his hand, and at an early hour. 

If he is leaving at 6 o’clock, I do not think I can get it to him, but 
I can get it in the mail. 

Mr. Kapian. That is right. 

Mr. Bares. Do you have anything further to add, Mr. Kaplan / 

Mr. Kaptan. I want to say to you that I apprec iate this opportu- 
nity and privilege to explain on behalf of my Committee what the 
Committee sought to accomplish in connection with the military re- 
tirement coordination plan. I would also add with due modesty or, 
perhaps, immodesty, that if the United States Government had ap- 
pointed us as outside professional consultants—for example, if I were 
asked to do this job as an outside professional consultant on this prob- 
lem of military retirement benefits, and survivorship coverage, I 
could not have done any more on the question, no matter what price 
they put on our services. 

Mr. Bares. Thank you very much, Mr. Kaplan. 

The meeting now stands adjourned until 10 o’clock tomorrow morn- 
ing. ; 

(Thereupon, at 4: 50 p. m., the committee adjourned, to reconvene at 
10 o’clock, Tuesday morning, November 16, 1954.) 
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TUESDAY, NOVEMBER 16, 1954 


Housk or REPRESENTATIVES, 
SELECT COMMITTEE ON SURVIVORS’ BENEFITS, 
Washington, D.¢ 

The committee met at 10 a. m., Hon. William H. Bates (chairman) 
presiding. 

Mr. BATEs. The committee W il] please come to ¢ rder. We hy ive as 
our witnesses this morning representatives of the Department of De 
fense. We are in executive session. 

Will the witnesses please give their full names to our reporter / 

Miss Pepper. I am Frances Pepper, of the Legislative Branch of 
the Navy. 

Mr. GLENN. My name is Joseph B. Glenn, Director of Personnel 
Planning, United States Air Force. 


STATEMENTS OF CAPT. JOSEPH B. HOYT, UNITED STATES NAVAL 
RESERVE, SPECIAL ASSISTANT TO THE CHIEF OF NAVAL 
PERSONNEL; MISS FRANCES PEPPER, LEGISLATIVE BRANCH OF 
THE NAVY; AND JOSEPH B. GLENN, DIRECTOR OF PERSONNEL 
PLANNING, UNITED STATES AIR FORCE 


Mr. Bares. Mr. Glenn, on yesterday when the committee was in ses 
sion we considered at length a figure which Mr. Kaplan had used in 
his report, part 2, which appears on page | of that report, in the chart 
and listed under “Government obligations,” for the present $160 OASI 
coverage in the amount of $240 million. 

There appears to be some question as to what that figure might be. | 
wonder if you can shed a little light on it. 

Mr. GLENN. Well, sir, that is a figure | computed as the cost on a 
tax basis of the present OASI coverage at the rate of $160 per month 
wage credit. 

The $240 million was obtained in this way—the total annual covered 
wages at the rate of $160 per month for each military person was mult! 
plied by the current tax rate of 4 percent. 

Mr. Kean. That is both employer and employee tax / 

Mr. Guenn. Yes, sir. From that amount was deducted an allow- 
ance for the fact the present law, as I understand it, prevents the mili- 
tary, in most cases at least, from receiving both military retired pay 
and old-age and survivors old-age benefits. The amount of the tax 
which appeared to be applicable to the old-age benefit was reduced by 
13 percent because of that exclusion. 
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Except for that exclusion, the figure represents simply the 4-percent 
tax on the total payroll at the rate of $160 on the present number of 
employees. 

Mr. Kran. I want to call attention to the fact that 4 percent equals 
$240 million. Now, when you get down to section 2, 2 percent of 
the increased base for figuring the pay amounts to $215 million. So 
that shows what is a very big increase in the obligation between the 
figure of actual pay, base pay, and the pay with allowances that the 
Kaplan Committee recommended should be the base for the social 
security benefit. 

Mr. Bates. Mr. Glenn, are you familiar with Public Law 719 of 
the 79th Congress? 

Mr. GLENN. I am afraid I am familiar with it only in a very general 
way. 

Mr. Bares. That is an amendment to the social-security bill of 1946. 
There is a section in there which provides this: 
























































There are hereby authorized to be appropriated to the trust fund from time 
to time such sums as may be necessary to meet the additional cost resulting from 
this section of the benefits payable under this title. 

It had reference to that $160 a month credit. In view of that, I 
wonder if you can tell the committee the legal basis or otherwise 
upon which you predicated the $240 million annual cost. 

Mr. GLENN. I am afraid the basis was more one of general reason- 
ableness, rather than a legal conclusion of any kind. It occurred 
to me at the time I was making up the figure that since the Govern- 
ment requires private employers who are covered under the Social 
Security Act to pay a certain tax rate on the covered earnings that 
the Government itself, as an employer, if it put its employees under 
the Social Security Act, should pay the same rate; that it would be 
reasonable for them to pay the same rate as they require private 
employers to pay. 

As I say, that seemed to be a general reasonable basis, rather than 
a legal conclusion. 

Mr. Bares. Providing all factors are constant ? 

Mr. GLENN. Yes, sir. 

Mr. Bares. But under this, while $160 a month is a very low rate, 
it has considerable impact upon your benefits and a lessening of the 
benefits which will be due the individual. 

Mr. GLENN. At the present time, that $160 is considerably out of 
line with the total earnings of a military person. But I think if 
rather likely at the time the act you read was enacted, $160 might 
have been reasonably close. 

Mr. Bares. And with the 5-year dropout now, it has much less sig- 
nificance than it had even at this particular time. 

Mr. Guenn. I am afraid I did not follow that. 

Mr. Bares. Under the present law, you can drop out the 5 lowest 
years of earnings and, as a consequence, when you can drop that low 
hase out for a period of 5 years, automatically that really eliminated 
to that extent the figures used in determining the benefits to go to 
survivors. 

Mr. Harpy. Of course there have been some increases in pay of the 
military since the 1946 amendment, but they certainly have not been 
doubled or anywhere near doubled. I have to observe as Mr. Kean 
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did awhile ago that under this proposal 2 percent of the base lacks 
very much of being 4 percent of the base in the 1946 bill. 

Mr. Carnes. Let me ask this question: Mr. Kaplan established 
the fact that i his study he used the Counsel of Government Act) 
aries; did he not? 

Mr. Guienn. That is correct. 

Mr. Carnes. And on that counsel there were Mr. Maurice S. Brown, 
United States Civil Service Commission; you (Joseph B. Glenn), of 
ihe Department of Defense; John P. Jones, Department of the 
Treasury; Samuel Miller, Committee on Retirement Policy for Fed 
eral Personnel, and Robert J. Meyers, Department of Health, Educa 
tion, and Welfare. All of those gentlemen are actuaries? 

Mr. GLenn. That is correct. 

Mr. Carnes. In the establishment of this table where you use the 
$240 million figure, did you consult with these gentlemen as the 
Counsel of Government Actuaries, as to in what manner this figure 
should be arrived at? Did you do that in concert discussion with 
these gentlemen and arrive at the conclusion in concert again as to 
the method you used in the report or that should be used / 

Mr. Guenn. I think a correct statement would be I prepared the 
figure myself and later took it to the counsel where it was discussed. 

Mr. Harpy. Discussed from an actuarial standpoint ? 

Mr. GLENN. I would say it was discussed from an actuarial stand 
point. 

Mr. Harpy. Actuarial, rather than policy. 

Mr. GLenN. Well, I think questions of policy might have gotten 
into it some: yes, sir. 

Mr. Harpy. I am having a little trouble on this actuarial proposi- 
tion. We keep getting that brought back up. To get right down to 
the meat in the coconut and see if we are t: alking about the same thing, 
I do not see the actuarial basis. If you make a comparison of what 
the Government’s obligation is, projected, you have to base it on 
existing legisl: ation; do you not? 

Mr. Guienn. That is usual at the present time; yes, sir. 

Mr. Harpy. I think it would be the only logical basis unless you 
are expecting Congress to change its mind, and certainly existing 
legislation would be the proper basis as to this. Existing legislation, 
as I believe is now clear, does not make any provision for paying any 
thing into the fund at all. 

Mr. Carnes. That is the 1950 amendment you are talking about 
that does not provide for any reimbursement at all. 

Mr. Harpy. Assume that we did make provision, do not you have 
to take into account the type of risk involved if you are going to get 
to the point of the actuarial risk cost ? 

Mr. Gienn. That could be done; yes, sir. 

Mr. Harpy. Would it not be an actuarially sound basis on which 
to do it? 

Mr. Gitenn. Do you want to consider the actuarial basis entirely 
separate from the matter of policy? 

Mr. Harpy. That is just what I am trying to do. 

Mr. Guienn. In getting this figure here, I said, “Well, if the Gov 
ernment puts its employees under the Social Sec urity Act, it seems 
to me reasonable that the Government should pay the same rate that 
it requires all private employers to pay. 
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Mr. Harpy. That is making an assumption that the average risk 
is comparable with the average risk of the whole social security sys 
tem: is not that right ? 

Mr. Gutenn. In a sense, yes. 

Mr. Harpy. That is what you have to do, is it not, if you are going 
to come up with a fair actuarial basis? 

Mr. Guienn. I know, for instance, that various private employers 
covered under the Social Security Act do not have the same cost on 
a strict actuarial basis. Nevertheless, they are all required to pay 
in the same rate, regardless of actual cost. 

Mr. Harpy. I understand that is so, but we are talking now that at 
least the policy up to the time of the Kaplan Committee report was 
to get the Government’s cost on the basis of the actual cost—that had 
been the policy up to that time—rather than on the basis of blanketing 
them all in on the same basis. 

The thing I cannot get through my head is if any actual considera 
tion was given to it at all, how in the world anybody could come up 
with support for the proposition that on these temporary employees— 
and that is what these fellows are, the majority of them, temporary 
employees in the military—that you could put them on the same 4-per 
cent basis that applies in industry. 

Mr. Gienn. A great many private employers have large numbers 
of temporary employees, too. 

Mr. Harpy. Percentagewise, how do they compare? Percentage 
wise, what is the turnover in the miiltary? What percent of the mili 
tary go out in 21 or 24 months? 

Mr. Gienn. I can answer the question referring to the situation 
about a year ago. About a year ago, I would say our personnel turn- 
over in general was a little bit less than that of the average private 
employer. 

Mr. Harpy. A little bit less, even with the draft ? 

Mr. GLENN. Yes, sir. 

Captain Horr. I think that needs a little elaboration. 

Mr. Harpy. It surely does need a whole lot of elaboration. 

Captain Horr. Let me point out that in talking about the military 
you have 2 large forces where the minimum service is 4 years. They 
cannot turn over out of that unless they get sick or run aw ay. 
So you have a 4-year period in which you have practically no turnover. 

Now in the Army and Marine Corps, a other 2 services, you 
have a combination in the Army of 2 and 3 years where there is no 
turnover at all. 

Mr. Harpy. That is right, of the enlistments. 

Captain Hoyt. Of the enlistments—and another group have 3 years 
in those 2 services where there is no turnover at all. 

I think what Mr. Glenn means is that the average employer with 
a big lot of people has a great floating turnover in the first 1 or 2 
years of employment, which the military, of course, do not get until 
afterward. We get some SS 

Mr. Harpy. Of course, I do not have the figures on that. I know 
the turnover is pretty high in certain industries, at least with respect 
to your draftees where you have 21 months’ service. 

Mr. Grenn. In answer to your previous question, I was not in- 
cluding draftees. Tam associated with the Air Force, which does not 
have draftees. 
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Mr. Harpy. The draftees are certainly a part of this program. 

Mr. GLENN. In answering your question | was thinking of the Au 
Force. 

Mr. Harpy. I can appreciate there would be a difference there, 
when they are all in on enlistments. The point I was trying to make 
was with respect to the 21-month man. 

Captain Horr. Twenty-four months, Mr. Hardy. 

Mr. Harpy. You do not have 21-month men any more ¢ 

Captain Horr. No. 

Mr. Harpy. I think that was the base for some of them. Let us 
take 24 months. That is only a difference of 3 months. 

With respect to your 24-month man, actually he is in the service 
ony 6 months when he has coverage. 

Captain Horr. You mean he has been in the service only 6 months? 

Mr. Harpy. Six months when he has any chance of drawing benefits 
under social security. 

Captain Horr. That is correct. 

Mr. Bates. They are not staying in 2 full years now. 

Mr. Harpy. That was just my.argument with Brother Hoyt, but 


he wants to be technical, so I will let him have his point. At the most 
it is only 6 months. 
Captain Hoyr, That is not quite right, either. Six quarters is not 


eighteen months. 

In other words, you can have a quarter with a low of $50 in the 
last month of the quarter, and then you have the middle quarters, 
and then 4 quarters in the middle, and then 1 month. 

Mr. Harpy. In the military? 

Captain Horr. No; any place. 

Mr. Harpy. I am talking about the military now. Iam just trying 
to see how you figure this in the military. 

Captain Hoyr. I am just saying under the social-security system 
it is six quarters. 

Mr. Harpy. I did not think your calculations were based on a 
fellow going a. w. o. |. and keeping his coverage. 

Captain Hoyr. Six quarters is not eighteen months. It is actually 
a 14-month minimum. So you wonld have that. 

Mr. Harpy. In the military it is 18 months, is it not ? 

Captain Hoyt. Six quarters. 

Mr. Harpy. That is all. 

Mr. Carnes. Mr. Glenn, we want to dispose of this matter. In cal 
culating that $240-million figure, were you ever cognizant of the pro 
vision in the 1946 social-security amendments as to how that fund was 
to be reimbursed for the $160-a-month wage credit that existed. 

Mr. Gtenn. When the matter was considered by the Council of 
Government Actuaries, Mr. Myers pointed out those things. 

Mr. Carnes. He pointed out: 

There is hereby authorized to be appropriated from the trust fund from time 
to time such funds as may be necessary to meet the additional cost resulting from 
this section of the benefits, including lump sums payable under this title 

You all discussed the fact that the 1946 amendments provided that 
the fund should be reimbursed for the additional cost. 

Mr. GLENN. I would like to say that provision of law, as far as I am 
concerned, is Very unspecific. It does not really specify any one figure 
as far as I can see. 
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Mr. Carnes. Just so that you will know the committee thinking, 
since this is in executive session and you have not had the privilege 
of the prior thinking, there are two things influencing our thinking. 
The first is that Mr. Kean is a member of the W ays and Means Com 
mittee, and he stated his position yesterday as a member of that com 
mittee, that he felt it was constantly the opinion of the committee 
and the intent of Congress that the fund should be reimbursed for the 
actual expenditures incurred by having granted this $160-a-month 
credit. Asa member of the Ways and Means Committee and a Mem 
ber of Congress, that is what he thought was the intent of Congress. 

Furthermore, in a letter by the chairman to Mrs. Hobby in Health, 
Education, and Welfare, the question was raised as to whether or not 
if this program were terminated—the $160-a-month wage credits were 
terminated—and a new program embarked upon, what should be or 
has been the liability of the Federal Government for having granted 
these $160-a-month wage credits? Mrs. Hobby in her reply, which 
included a letter with a memorandum from Mr. Myers as an attach 
ment to the letter, stated it was their hope that they would be reim 
bursed by the Federal Government for these $160-a-month wage 
credits. 

On page 2 of the Kaplan Committee report it is stated that for 
these wage credits—here is the language of the report: 

There are no provisions for reimbursing the old age and survivors’ insurance 
trust fund for the cost of these wage credits 
that means the 1950 amendments provided no provisions at all— 
estimated at upward of three-quarters of a billion dollars. 


That is the amount that the Kaplan report says in their opinion is 
the estimate of the liability that is due the OAST trust fund by virtue 
of these $160-a-month wage credits having been granted. That goes 
back from 1940 until the time that this report was written. 

Mr. Myers in the same memorandum which I referred to, which 
accompanied the Secretary’s letter, said that that $750 million figure 
has since been revised because of the 5-year dropout, and that he feels 
the amount due the OASI trust fund by virtue of these $160-a-month 
wage credits, by both the 1946 and 1950 amendments, is $590 million, 
and he further stated that it was difficult to state what the cost would 
be for this specific year. 

However, Mr. Chairman, as I have previously stated, as a result 
of staff conferences with representatives of the Department of Health, 
Education and Welfare, we have been led to believe that this annual 
cost will be between $35 and $42 million. 

That is what the committee’s thinking is, Mr. Glenn. That is what 
is in the background here. 

There is one question that Mr. Teague wanted to ask; that is, when 
you calculate this $240 million figure as an actuary, perhaps there 
were open to you many alternatives, ways of making that calculation ; 
is that correc a iy 

Mr. GLENN. That is correct; yes, sir. 

Mr. Carnes. Is there any way it could have been calculated that 
would have yielded a higher cost than the $240 million figure? 

Mr. Guenn. I do not believe so. I believe this $240 million is about 
as high a figure as you could get on any reasonable basis. 
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Mr. Carnes. Well, | am not trying to take advantage of our prev 
ous conference, which I had with you over at the Department of 
Defense, and I am in no sense trying to trick you here; but, when we 
discussed it at that time you were very kind and took the liberty of 
showing me several alternative w ays you could have worked it. 1 
think some of the alternative ways may have given a figure even less 
than the Department of Health, Education and Welfare has estimated 
for cost this year. Why were not some of those alternative methods 
used, rather than the highest possible calculation, for the sake of 
this report ¢ 

Mr. GLENN. Well, 1 would like to pom out that a figure of this 
kind is included both on the debit and the credit side here. If you 
use one basis on the debit side, exactly the same basis should be used 
on the credit side. Any change in the $240 million would presumably 
change the $215 million which appears down below. The two figures 
are affected equally in any case. 

Mr. Carnes. Yes, sir. Is there not some basic inconsistency in Mr. 
Kaplan’s report here? The three-fourth billion dollar figure that 
he cites as the obligation, or the‘amount due OASI trust fund by 
virtue of these $160-a-month wage credits—if in calculating that figure 
you had used the same basis as used in calculating the $240 million 
figure the obligation of the Federal Government to the OASI trust 
fund would be into the billions of dollars, would it not ? 

Mr. GLENN. I believe that is correct; yes, sir. 

Mr. Carnes. Is it not a little inconsistent that on the very next 
page of the report they use the aggregate liability of the Government 
to the fund, estimated at three-fourth billion dollars, and on the 
previous page, just for 1 year’s annual cost, you cite this $240 million ? 

Mr. GLENN. The two figures are not on the same basis: that is 
correct. 

Mr. Carnes. They are not on the same basis? 

Mr. GLENN. It is possible one of them is on a minimum basis and 
the other a maximum. I am not familiar with the basis Mr. Myers 
used; whether it would be a minimum or something higher than the 
minimum. Right offhand I can think of about four different bases 
for determining such a figure, each one, when examined by itself, ssem 
ing quite reasonable. 

Mr. Carnes. The one you used was the highest basis / 

Mr. Gienn. That is correct; yes, sir. 

Mr. Harpy. May I ask at that point: Do I understand if you had 
used a different basis to compute that item, where you now have $240 
million you would have had to use a different basis to compute the 
$215 million? 

Mr. GLENN. Yes, sir. 

Mr. Harpy. Down below ? 

Mr. GLENN. Yes, sir. 

Mr. Harpy. Just what is that $215 million based on? 

Mr. Guienn. That is simply a 2-percent tax on the total payroll 
on the basis proposed. It is simply the employer’s tax. 

Mr. Harpy. That is on a gross, with all pay and allowances? 

Captain Horr. That is on the wage credits up to $350. 

Mr. Carnes. That would be the Government’s contribution as an 
employer. 
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Mr. Harpy. That is based on a similar assumption that the Gov 
ernment is going to be paying exactly the same employer’s tax? 

Captain Horr. That 1s correct. 

Mr. Barrs. So you would still show a saving down below, if you 
use the same basis both on your debit and credit side ? 

Captain Hoyr. That is correct. 

Mr. Harpy. That is also on the assumption that the comparable 2 
percent would be paid by the service personnel. 

Captain Hoyr. That is correct. 

Mr. Guienn. This calculation assumes the 2 percent. 

Mr. Harpy. So, in effect, the total collection from that particular 
item would be $430 million or approximately $482 million instead of 
the $215 million that would go into the fund / 

Captain Horr. That is correct. 

Mr. Kean. I have a question, Mr, Chairman, but it is not quite 
on this point. 

Mr. Carnes. I would like to go back to the chairman’s remark, 
where Captain Hoyt affirmed the fact that that was right. 

Mr. Bates, you said something about that would still show a saving. 

Mr. Bares. That was my question. 

Mr. Carnes. I do not want the record to indicate that there would 
be a savings, because, as to this $240 million figure, that is the basis 
on which the entire $108 million saving in this Kaplan report. is 
pre “dicated. These other costs I think are f: uirly realistic, and no one 
will take issue with them, but the fact that the Kaplan report indi 
cates a $108 million saving would be effected by implementing the 
Kaplan Commission recommendations is predicated upon the fact that 
you are going to assume that the Government’s liability for 1 year 
is $240 million. 

What fact were you affirming for the chairman / 

Captain Hoyr. What I was trying to say, Steve—and I am glad you 
brought it out—is that we have a chance to clear this up in this way: 
If you & ake the tax basis for the $240 million—if you go back to the 
fact that the Government is only going to pay the residual costs, you 
are going to reduce that $215 million down below almost as much as 
you will Teduce the $240 million on the top. 

Mr. Carnes. If the Kaplan Committee recommendations were 
adopted the Congress would be assuming their obligation as an em- 
ployer to pay the full 2 percent ? 

Captain Hoyr. That is true. 

Mr. Carnes. So the $215 million figure would stand. 

Mr. Harpy. That is right. That would not necessarily have any 
bearing on your caleulation of $240 million. 

Captain Horr. I am just saying you used the tax basis in both 
cases, 

Mr. Carnes. You could not use the same basis because in the second 
proposition the Kaplan Commission recommendation was definitely 
understood by all that the Federal Government as an employer would 
pay 2 2 percent of the gross pay. 

Captain Horr. Now, if you are going to say that the Government 
under one system will pay only residual costs and the Government 
under the Kaplan recommendation will pay the tax cost, then a large 
amount of this so-called saving in social-security benefits will dis 
appear: there is no question about that. 
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Mr. Carnes. The Kaplan Commission recommendations. pursuant 
to the 1946 recommendation, as to what was apparently the intent of 
Congress at that time—if they paid merely reimbursables or residua 
cost instead of the $240 million, they would pay the full 2 perce 
employer's contribution under the Kaplan Commission recommenda 
tion, and then a great deal—or, as a matter of fact, all—of this $108 
million saving would be wiped out, and the implementation into law 


of the Kaplan Commission recommendation would be more expensive 
“~ not less expe nsive than the current system. 

Captain Hoyr. That is correct, if you use that basis. I would 
that is just a question of mathematics. The $108 oe s made up 
of 2 pieces. There is $77 million in round figures of a savings on VA 


benefits and FECA and so on and so forth, which I think are a litth 
on the conservative side, because the FECA savings do not reflect ad 
ditional aviation pay. 

Mr. Bares. We understand that, Captain. That is beside the point 
we have been discussing. 

Captain Hoyr. I understand. 


Mr. BATES. The reason I brought the pormt up was that Mr. Glem 
indicated you have a debit and credit entry and the reduction of o1 
means the reduction of the other. 

Captain Hoyr. I think what Mr. Glenn meant—although he ca 


answer this for himself—is that if you used one system or one method 
of reimbursement by the Government on the one system vou vould 
use it on the other. 

Mr. Batt s. Of course, I do not uvree wit that because one 1 
question of a new proposal, \ ersus an old obligs ition, and they are both 
separate and distinct. 

Captain Hoyr. I think that is correct 

Mr. Bares. Therefore you would have an actual reduction of $240 
million, but this is an estimated actuarial figure on this $215 millio: 
down below under the Kaplan report. That would not be reduced 
because that is the method they are going to use. 

Captain Hoyr. That is correct. 

Mr. Bares. There is no variation from that. So the net effect, in 
stead of being a saving, would be an actually more expensive program 
compared with the old one. 

Mr. Guenn. If you use the low basis for the past and the high bas 
for the future that will change this picture. 

Mr. Bares. We are not using a basis; it is a question of the intent 
of the Congress in the first place and the intent of the Kaplan Com- 
mittee in the second. The basis on which Kaplan is going to work his 
program out is on a contributory basis. That is firm and established 

That is the figure. T he question was: How about the one up above? 
That is on a lower basis, according to the original law. I do not think 
one is necessarily the same as the other. As a matter of fact, it is not. 

Mr. Gienn. As I said previously, as far as I am concerned the 
original statement in the law there is not specific from an actuarial 
standpoint. It could cover any number of different things. 

Mr. Carnes. Mr. Glenn, let me ask you one final question. 

When the Council of Actuaries discussed this spec ific question did 
you all arrive at the decision as to what manner in which this should 
be calculated, or is it somewhat of a policy decision ? 
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We can let them know there are any number of ways we can calculate it. 
Maybe it is up to Mr. Kaplan or members of the Commission or someone else to 
tell us in what manner it should be calculated. 

Did the Council of Actuaries ever take that position and ask for 
a policy decision from the Committee as to the manner in which this 
should be calculated ? 

Mr. GLENN. They did not ask for any such decision; no. 

Mr. Carnes. The Council of Actuaries within themselves made 
what they thought was the best decision, and that is why that figure 
was used ¢ 

Mr. Guenn. They approved a figure which I had put down there; 
let us state it that way. 

Mr. Carnes. Yes, sir. 

Mr. Bares. Mr. Kean. 

Mr. Kean. I want to discuss an entirely different subject, and that 
is the thinking of the armed services with reference to the amount of 
benefits that a widow, for instance, with two children, should get as 
compared with her husband’s wage. 

Now, from these figures that you have submitted here I note that 
a widow with two children would actually get more money if her 
husband died—or exactly the same amount of money—as the total 
pay and allowances of the husband while the husband was living. 

Mr. Carnes. Would you give us the two page references ¢ 

Mr. Kean. Looking at an E-2. 

Mr. Carnes. Page 15. 

Mr. Kean. Page 15. 

Mr. Carnes. What is the other page ? 

Mr. Kean. The other page is 42, table 25, of the Kaplan report. 

Mr. Bares. Part 2. 

Captain Horr. Let me give an answer to that. 

Mr. Kean. Table 24. With the OASI of $140 and with a service 
compensation of $100, that would make a total of $240. 

Captain Hoyt. That is correct. 

Mr. Kean. Against the pay in table 1 of an E-2, when you calculate 
the shelter, subsistence, overseas pay and allowances, hazardous duty, 
clothing, medical costs, and reenlistment bonus, of $211. 

The question is the thinking. 

Mr. Carnes. I would like to say that these figures are the old OASI 
credits. They have been increased by the 1954 amendments, and the 
payments are even greater than this. 

Mr. Kean. What I am getting at is the question as to whether all 
of these allowances should be considered, and not only the base pay. 

I have figured out roughly that this E-2 under the present social- 
security law, if you still allowed that $100 service compensation, would 
be getting $196, which is a very small amount under what the total 
pay is, 

Captain Hoyr. I think you will find, Mr. Kean, that the Kaplan 
Committee reduces the present benefits in just that area considerably, 
because today that widow with two children would get—and this is, of 
course, in round figures 

Mr. Kean. Iam ‘talking about the regular, and not that other prop- 
osition. 

Captain Hoyt. I understand. The man would get $150 from the 
Veterans’ Administration. They would get the free indemnity of 
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$92.90 for 10 years. I prefer to call that $10,000, because that W 

its present value is. They get a present value of $10,000. They get 
$150 from the VA and $128 from the social security under present la 
which would add up to $278. In addition to that they would get 
indemnity of $92.90. 

That girl today will get $370.90 for the first 10 years 1f those 
dren are under 18, whereas under the Kaplin Saeane neste aus 
may be—lI think there is a reduction of close to $100 a mont! 

Mr. Kean. I realize that. What I am trying to get is the thi nking 
as to whether a widow with two children should get more money that 
what her husband was getting during his time in the service. It would 
look to be an excuse for the lady to get rid of the old man, if she 
arc could. 

Captain Hoyt. Let me assure you that that is the case. 

oni Kran. That is the case te mporar ily on account of the fact that 
we gave them temporarily the social-security benefits. It is not the 
wig tr thought. 

Captain Horr. Old folks like myself, for example, are in perma 
nently in the social-security system. 

Mr. Kean. Is it the thinking of the armed services— 

Captain Hoyt. No. 

Mr, Kean. That you should give more— 

Captain Hoyt. No, sit 

Mr. Kran. To the widow— 

Captain Hoyt. Very definitely not. 

_ Kean. Or even to give exactly the same. 

Captain Hoyt. No. Our general idea on this thing, when we first 
started working on it—and I think the thing that stands out in ou 
present system today is that almost anybody up to the rank of com 
mander, if he has a large family, is worth more dead than alive. That 
is on the combination of benefits. 

Mr. Kran. Which is wrong. 

Captain Hoyr. It certainly is wrong. Take myself. I am a per 
sonal case. I am getting paid $40 a month more than my widow 
would get if I were killed in an accident. That is after taxes and all 
the rest of it. 

I can assure you when I found April 28 I was eligible under FEC A 
I was careful what I ate around the home. I was a little nervous. 

Mr. Kean. Of course there is a — difference in the killed i 
action and a professional man dying in line of duty, which is _ 
business. I do think there is a difference. A young fellow killed i 
time of action is a case where you just anticipate that he would in the 
future build up and make a lot more. 

Captain Hoyt. That is true. I do think that the system today, 
which pays the young man killed in action and the old man who dies 
exactly the same anticipates for the young man but does not do any- 
thing for the older man, if you know what I mean, because the widow 
of the older man will not get these benefits, normally, because the 
children are grown up and the widow is left with practically nothing. 

I think that is almost as bad as the other extreme. What we tried 
to do in our original report, which the Kaplan Committee modified 
considerably, was to keep benefits below actual pay except in the very 
exceptional case, which we are not likely to have, of the E-1, E-2, or 


E-3 with four children. You are not very likely to have that situa- 
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tion, because a man is young to start with and he has got to get married 
and have the children, and by that time he is no longer an E-1, E-2, or 
3, if he has stayed in the service. He has moved up. 

We tried to recognize that fact that they were worth more dead 
than alive and correct it. The Kaplan Committee followed that, ex- 
cept that they did boost the lower grades a little bit above where we 
had them and they reduced the higher grades. 

Mr. Kean. I figure that if we gave them only the base pay the E-2 
man down near the bottom of the ladder, with a widow with 2 chil- 
dren, would still get approximately $196, $96 out of social security and 
$100 from the Government. So it would come pretty close to that 
base pay and is more in the relationship which occurs 1n civilian life. 

Of course, on social security alone, if a person earning $3,700 or any- 
where above $3,700 under the new law would die the widow would get 
$2,400, which is the maximum that she could get, which is considerably 
— than the $3,700 that was earned during ‘the lifetime. 

Captain Horr. Of course, there again you get into another thing. 

Mr. Kran. Again, your employer probably contributes something, 
and the Government’s $100 it contributes as the employer, besides the 
social security, because very often there is a pension system. Some 
times the employer provides that besides the social security. I think 
the Government should do that. 

Captain Hoyt. I will say this: I think you have to remember a little 
bit about these deaths on active service, at least, most of them. Cer 
tainly among the officers the great majority of them are definitely 
compensable deaths. I would say that two-thirds of our officer deaths 
occur in airplane crashes. There is no question but that that i 1 
be compensable under any system. So there is a strong element of 
compensation. 

Some boat gets swamped, or a plane goes down and people die, and 
there is an element of compensation. I know that we lose a lot of 
young people on weekends, they say, driving around, and that is true. 
There perhaps really is not any legal compensation there; but, on the 
other hand, you have to remember that those kids are usually trying 
to get somewhere away from the station to their home and back, and 
they travel great distances and they go too fast and it killsthem. If 
they were not in the service they would not be doing that. It is a 
rather tenuous thing, but there is an element of compensation. 

Mr. Harpy. If they were not in the service they might be doing 
something different which would be just as dangerous. I am talk- 
ing about the age. 

Captain Hoyr. Of course, the kids would be doing the same things 
around their own homes. 

Mr. Harpy. We would not have the same risk. 

Captain Hovr. No, that is right. I cannot agree more with Mr. 
Kean’s general proposition. I know that is the thinking of the 
military, that the general principle of paying more to the family 
than the Government is willing to pay to the individual while he is 
alive is a poor principle. TI really think that is pretty unsound. 

Mr. Bares. Captain, let us take a look at table 1 on page 15. Tell 
us where these figures came from. 

What does “base pay” mean? There is no longer such a term as 
“base pay” so what do you mean by “base pay”? Do you mean base 
pay today ? 
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Captain Hoyr. That really should read “basic pay.” 

Mr. Bares. What do you mean by that ¢ 

Captain Hoyr. Basic pay is the rate of salary a man gets. His 
military compensation consists in general of pay and allowances, two 
major parts. 

Mr. Bares. I understand that. In the old days the base pay was a 
base figure. 

Captain Horr. That is correct. 

Mr. Batrrs. You area captain. You had a base figure plus fogeys. 

Captain Hoyr. That is right. 

Mr. Bares. Those days are gone. There is no such thing as working 
out the pay that way, because it is all set up on your chart. 

Captain Horr. That is right. 

Mr. Bares. It makes quite a bit of difference, as to the figure you 
take. 

Captain Hoyr. For example, we take the basic pay throughout 
here. 

Mr. Bares. What is basic pay? . Is that the lowest a captain can 
make, or the highest ? 

Captain Hoyr. It is not. There is a basic pay now for each 
bracket of longevity. 

Mr. Bares. I understand that. Which one of the longevities have 
you picked out ? 

Captain Hoyr. We have picked out where the people are. For 
example, we have taken O-2, because at the time this report was pre 
pared—as a matter of fact this was less than 2 years. The O-2 has 
+t years, the O-3 between 4 and 6, the O—4 between 6 and 12. T would 
say 5 years, sir. 

Mr. Bares. In other words, you have selected the minimum ? 

Captain Hoyt. No, not the minimum, sir. Where the people a 
tually are in the distribution. 

Mr. Harpy. You mean you selected the average. 

Captain Hoyt. I would say the average. That is probably the best. 
The average person is in the grade. For example. in fact I do not 
know of any generals with less than 22 years. 

Mr. BATEs. “Let 1 us find out how you se ‘lected them. Did you take 
the average man in the group? It makes quite a bit of difference. 
You have a lot of mustangs now who might have been lieutenants with 
20 years of service. What did you do: Take an average? 

Captain Hoyt. I would say we took the average man in the group 

Mr. Bares. Tell us something about these figures for the overseas 
pay and allowances. Are those weighted figures ? 

Captain Hoyr. Those are the total amounts paid for those grades 
divided by the number of people in the grades. In other words, for 
the O-8’s 

Mr. Bares. That was the total payroll for overseas pay, divided 
by the number of men overseas, plus in continental United States? 

Captain Hoyr. In that grade; that is correct. 

= Bares. Continental and overseas? 

Captain Hoyr. That is correct. 

Mr. Bares. So it is an average figure. 

Captain Hoyt. It is an average figure. 

Mr. Bares. Paid to a specific grade. 

Captain Hoyr. That is right. 











82 STUDY OF SURVIVORS BENEFITS 


Mr. Bares. You did the same thing for hazardous duty ‘ 

Captain ene The same thing is done for hazardous duty. 

Mr. Carnes. Captain, why did your figure on hazardous duty go 
so digh when you got to cx higher officer ranks ? 

Captain Hoyv. “Well, I imagine it is because about one-third 
them—one-third of all the O-8’s are engaged in hazardous duty, and 
the monthly rate for it is $150. All these figures are obtained exactly 
the same way. 

We took the payroll for the grade and divided by the numbers in 
the grade. It is the same thing when you get down below there. Of 
course you have a very large number of people who are not engaged 
in hazardous duty, proportion: itely. 

Mr. Treacur. Captain, down in E-1 the man would actually get 
$81.88 and he would actually get $2.60 as a reenlistment bonus and 
he would actually get 8 cents for hazardous duty; is that right? That 
is a tually what the man himself gets? 

Captain Hoyt. No, the man himself would be getting $30 a month. 
There is so little hazardous pay paid to that grade, divided by the 
whole thing, that it only comes out at 8 cents a month. 

Mr. Tracur. How much money would an E-1 get ? 

Captain Hoyr. If he were flying he would get $30 a month. 

Mr. Teague. What would be the total pay in a month? 

Captain Hoyr. $81.88. 

Mr. Teacue. That is for all of them. 

Captain Hoyt. That is for all of them. 

Mr. Treaeur. Air Force and Army. 

Captain Hoyr. That is for all of them, $81.88. Now, there is 
shelter. 

Mr. Teacue. They do not get that unless they are on detached duty 
or something. 

Captain Hoyr. That is correct. They do not get it unless they 
are on detached duty or unless they have dependents. 

Then there is the subsistence. That is the figure allowed in the 
law. 

Mr. Bares. They do not get shelter for dependents in the E-1 
rank. 

Captain Hoyr. Yes, sir; they do on the Dependents Assistance 
Act. 

Mr. Barre. You mean on a Q allotment? 

Captain Hoyt. Yes, sir. 

Mr. Bares. A Q allotment? 

Captain Hoyt. Yes, sir. 

Mr. Bares. Not as shelter itself. 

Captain Hoyv. Not as shelter itself. 

Mr. Bares. No. 

Captain Hoyr. But this word “shelter” includes the estimated cost 
of shelter and furnishings. Actually I do not know how they got 
that figure. 

Mr. Bares. The same thing would apply to subsistence? You do 
not know how they got that figure? 

Captain Hoyt. Yes; I do. Subsistence is right out of the law. 
That is statutory. 

Mr. Bares. How do they get that? 
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Captain Hoyt. That is statutory, sir. That is right in the lan- 
guage, the last amendment to the Career Compensation Act. he 
Career Compensation Act established the subsistence allowance for 
all the officers at $42.50, and then it was raised 14 percent here in 
1952, which brings it up to $47.88. All officers get that, regardless. 

Mr. Bares. I am not talking about the officers. 1 am talking about 
the enlisted positions. 

Captain Hoyt. The enlisted figure down below is the cost in kind 
that a man would get as a commuted ration if he lived out, which 
is the cost of the ration aboard ship. 

Mr. Bares. There is quite a bit of difference. 

Captain Hoyt. No. The enlisted man gets a commuted ration if 
he is on duty on shore and lives with his family. They will give 
him the cost, as you know, of his mess. That $33.46 is ‘the cost of 
the mess. 

Mr. Bares. It is the cost of the mess? 

Captain Hoyr. Yes. 

Mr. Bares. That is not far off. It is over $1 a day. 

Captain Horr. That is right. a hazardous duty, as I say, was 


dividing the hazardous-duty pay by the grades. The overseas pay 
and allowances were the same way. The medical costs were arrived 
at in the same way. They differ somewhat from any other medical 


costs, because they include the salary cost of the doctors and the 
military people working at the hospitals, 

The reenlistment bonus, I think, is clear. 

Mr. Bares. This is the old reenlistment bonus? 

Captain Hoyt. That is the old reenlistment bonus. 

Mr. Bates. That figure would be up. 

Captain aan That figure would be up. 

Mr. Carnes. Captain, with regard to the reenlistment bonus having 
been upped, that figure would be upped, social security has been 
upped since this recommendation was prepared; there is a possibility 
of a pay increase for the military next year, and that will be up. Do 
vou feel that the recommendation of the Kaplan Commission, as it 
relates to the overall proposal, should keep pace with whatever rises 
there are, or do you feel there should ever be a ceiling? 

Captain Hoyt. Well, let us put it this way: You have a ceiling in 
some acts and in some others you do not. Whenever you have a flat 
ceiling you almost invariably have to come in and change it a little bit 
later, 

I would say if you could derive a formula that would provide a level 
of ~— based on the present pays that you thought was adequate, 
then I do not see much need for the ceiling, because if the pay is 
raised then your formula will automatically take care of it. I think 
there should be a relationship. 

For example, these recommendations compared to the pay before 
1949 would have been pretty high; whereas against the present pay | 
do not think they are too excessive. In fact, I think they are— 

Mr. Carnes. Our time has pretty much expired this morning. We 
want to get to the Veterans’ Administration. 

Captain, there are two questions we will ask at the next session, and 
[ would appreciate your giving thought to these questions. The com 
mittee from all witnesses wants an answer to the question as to whether 
or not a Department of Defense bill, if implemented into law, in yom 
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opinion would stand the test of time both in war and in peace, and if it 
were implemented into law it would survive the test of time and meet 
the needs of the survivors of the military and Armed Forces personnel ¢ 
I do not want you to elaborate on that. 

Captain Hoyt. I would say offhand it would certainly provide a 
better framework. 

Mind you, as I say, there are certain features of that bill where we 
were circumscribed, and I would not say they completely reflect any 
final position of the Department of Defense. We were told to get out 
a bill that did what Kaplan said. 

Mr. Carnes. That is one thing we want to discuss at the next 
meeting. 

The other thing is we want to see if anything can be done on behalf 
of the Department of Defense in working with the Social Security 
people and the Veterans’ Administration to further expedite the 
administrative problems in this area of survivors’ benefits so that all 
survivors, insofar as possible—or a greater number than are now re- 
ceiving the benefits to which they are entitled—will receive benefits. 
It is a question of cooperation there. 

We will discuss those two things at the next meeting, among many 
other things. 

Captain Hoyr. I can assure you that is one of the things where we 
would be glad to cooperate. 

Mr. Carnes. Fine. 

Captain Horr. I would like to say, Mr. Chairman, yesterday you 
asked me to bring up a chart—the comparison. It is under prepara- 
tion. Like everything else, it is not a simple thing. There are four 
major classes of civilian employees and each one gets a different benefit. 

Mr. Bares. Do we understand that the Department of Defense 
arom the tax deduction? 

Captain Horr. The social security tax deduction; that is correct. 

Mr. Bares. Which will be added on top of the present retirement 
system ¢ 

Captain Hoyr. “That is correct. 

Mr. Bares. The Department of Defense approves that? 

Captain Hoyr. Yes. 

Mr. Bares. Thank you very much. 

Mr. Glenn, we will appreciate your coming up and helping us on 
the problem because it is a knotty one. We at least know now where 
we are at. We did not know exactly how or why, or the background 
of this whole thing. I think that it is something that must be deter- 
mined by the Congress and that it should be a part of our recom- 
mendations. 

Thank you very much. 

Mr. Carnes. Our next witness is Mr. Guy H. Birdsall. 


STATEMENT OF GUY H. BIRDSALL, ASSISTANT ADMINISTRATOR 
FOR LEGISLATION, VETERANS’ ADMINISTRATION, ACCOMPANIED 
BY DONALD C. KNAPP, OFFICE OF LEGISLATION; DR. N. B. DYESS, 
DEPARTMENT OF VETERANS’ BENEFITS; AND RAY P. BLAND, 
OFFICE OF LEGISLATION 


Mr. Brrosauu. I would like to introduce my staff. They have been 
studying this matter. T have from my office Mr. Donald Knapp and 
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Mr. Ray Bland. Chey are directors of legislative services | have 
with me Dr. Dyess, who conducts the reports and statistics service of 
the Department of Veterans’ Benefits, Mr. Gerardi and Mr. Clay, rep 
resenting the Department of Insurance, and Mr. Baumgardner and 
Mr. Bohek, representing the Department of Veterans’ Benelits 

Mr. Bares. Mr. Birdsall, the committee is still in its formulatiy 
and explor: atory stage. The thing that we would like to ro mto 
today is just the general outline of this problem. You are going to 
be back on Friday, I understand. 

Mr. Brrosaui. ‘Tomorrow, I believe. 

Mr. Bares. By that time we will have gone through the preliminary 
shakedown. This morning we would like to discuss for the most part 
some of the broad general aspects of the entire problem. 

Mr. Carnes. We are liable to jump from pillar to post this morn 
ing. What I want you primarily to do is to inform the committee in 
a way that you can more appropriately do than I and take up some 
of the problems of the areas we face. Then when we get into the 
public hearings we will have sufficient background and will not have 
to deal again with the fundamental points. 


| think one of the best things that we can do at first is to wet al 
expression from you on some of the fundamental problems. 
You have written a letter to the chairman which the chairman has 


Just for the sake of discussion, I wish you would reiterate yout 
position as to what would happen if the Kaplan Commission’s recom 


mendations are put into law. If the Kaplan Commission’s recom 
mendatons were put into law, what problems do you feel would arise 
with regard to existing people on the survivor benefit rolls in the 


Veterans’ Administration ? 

Mr. Brrosaux. In the first place, I will mention the difference of 
concept. Under the veterans’ programs which have been in existence 
over the years we have had the assumption of Government respons! 
bility in connection with the laws of insurability, beginning with the 
act of October 6, 1917, covering the World War group. 

Th addition, it was seen fit to provide oll an average basis. without 
reference to rank, compensation benefits. ‘Those benefits were devised 
as gratuitous benefits. The beneficiaries under the death compensa- 
tion program were the same as they are today, the widow and children 
and the dependent parents. 

Some form of insurance has been carried through the years until 
Public Law 23 went into effect authorizing a gratuitous benefit. whic] 


of course in its content does carry forward certain insurance principles, 
inasmuch as you do not require a showing of de pendence y for parent 
you do not have the remarried bar, and things of that sort. The 


attributes of insurance are still there to a great. extent. 

The question arises whether you have in 1954 less reason to believe 
there is a loss of insurability at point of entry into service warranting 
that as a separate benefit. We are satisfied the program is a reason 'b e 
one under the Servicemen’s Indemnity Act. 

Mr. Carnes. The present program / 

Mr. Brrosaty. That does not mean consideration should not be 
given to such modifications as the (‘ongress mig t see ht to make 
connection with that program without abandoning the whole idea. 

Mr. Harpy. You are talking about the Veterans’ Administratio 
program rather than the total group of benefits / 
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Mr. Brrpsaui. Yes. 
Now, the death-compensation program we also feel is a reasonable 

approach. Even at the present time you have quite a large sized 
Armed Force, and you do have a long-range policy in defense, as I 
understand it, which calls for an Armed Force of national consider- 
able size. We must bear in mind also that you have a turnover, so to 
speak. In other words, the average length of service, as far as we 
understand it, is something like 3 years at the present time. So you 
are confronted with a proposition whether you should approach the 
matter from the standpoint of a retirement system or whether you 
should follow the premise that you are going to continue to take care 
of veterans and their dependents without reference _ rank. That was 
debated very thoroughly when the act of October 6, 1917, was under 
consideration. It was a controversial issue. It was thoroughly de- 
bated, and it was finally decided they would set up these uniform 
rates regardless. ‘They took into consideration at that time, of course, 
the draft system, the volunteers, people coming in solely for the emer- 
gency, and they took into account also that we are not dealing with 
career people alone. Those benefits that have been provided over the 
years have been modified from time to time to meet the changes in 
the cost of living and to eliminate inequalities with reference to such 
things as definition and eligibility which were brought about by or 
ganizational changes. 

In 1921 we had the Veterans’ Bureau established, and in 1930 the 
Pension Bureau was consolidated with the Veterans’ Sareea. which 
revealed inequalities. 

As the result of the Economy Act of 1933 there were certain new 
considerations that had to be taken into account. Even today at 
times we are presenting to Congress certain administrative provisions 
that ought to be corrected. 

Now, the question comes up with reference to this overall plan. 
There are three different types of benefits proposed. You have the 
old-age and survivors insurance, which would be provided on a con- 
tributory basis, service compensation, and the death gratuity. 

Now, for those persons dying in the service, that would be the pro- 
gram prospectively. However, we have a large percentage of severely 
disabled veterans who = away after their service. Some remain 
hospitalized over the years. They would remain under our present 
VA program. 

Mr. Carnes. Let me interrup you there. I think what you are 
saying is very, very informative to the committee, but it seems that 
you are getting into a broad general statement, which is the type of 
thing we want to have the public hearing on, so that all the people 
who attend the public hearing will be able to follow the trend. 

The question we want to get into this morning is a little more spe- 
cific. As I stated at the beginning, we are going to jump from pillar 
to post, and the specific question that I asked was what effect would 
the implementation of the Kaplan Commission’s recommendations, 
if enacted into law, have upon the benefit rolls of the Veterans’ 
Administration ¢ 

Mr. Brrpsatt. We will have a very strong pressure for changes 
immediately. 
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Mr. Tracue. Could you give us any idea as to what percentage of 
veterans die from the disability they have and what percentage die 
from other causes‘ Just give a general figure. 

Mr. Birpsac.. We do not have the figure. 

Mr. Teacur. With regard to the point that you are making, or were 
making a while ago, the amount of survivors benefit being based upon 
salaries, do you people take a position on that, or are you merely 
relating what has happened in the past ? 

Mr. Brrpsaut. We believe that the principle supporting the death 
compensation program is sound. 

Mr. Teacue. I do not understand what you mean. 

Mr. Birpsatt. In other words, there is no differential as to rank in 
the compensation program. 

Mr. Teacur. I think that every other agency recommends a 
differential. 

Mr. Brrpsauu. Of course, that does not mean that those matters 
could not be taken up through the proper avenues, but we believe that 
with regard to the fundamental veterans’ program it is logical to 
have your death compensation on the basis it is now paid. 

Mr. Harpy. May I just make this inquiry: If that is your thinking, 
do you consider that a program of that kind could be adequate without 
any implementation of other programs ¢ 

Mr. etna That would depend, sir, on the needs of the pal 
ticular groups and the justification for any changes in their own 
system. 

Mr. Harpy. I am thinking in terms of the situation as it exists 
You know pretty well what conditions confront veterans if they have 
to rely solely on benefits that are available from the Veterans’ Admin 
istration. Do I understand you feel that should be continued without 
any change / 

Mr. Brrpsauu. It is possible, sir—probable there should be exam 
ination into their existing retirement system. I believe that goes into 
the matter of career service. 

Mr. Harpy. Can the question of benefit payments for loss of life 

e adequately covered by the type of program which is involved in the 
v eterans’ Administration compensation and pension ‘ 

Mr. Carnes. I think that it would be best. if we could just find out 
about compensation. 

Mr. Birpsatit. Compensation and insurance is under our present 
program. The two benefits are believed to represent a sound program 
for the Armed Forces; that is, for the veteran group generally. 

Mr. Harpy. Do I understand the Veterans’ Administration take a 
position opposing the extension of social security to service personne] / 

Mr. Brrosatt. No. That would be handled in some other way, but 
not to materially change the existing compensation program. 

Mr. Harpy. You think, then, we should have just a piecemeal propo- 
sition; we should continue with Veterans’ Administration compensa 
tion and add to it a lot of other benefits ? 

Mr. Brrpsaty. I would say that that would have to be examined. 
You would have to go into the needs of the particular groups within 
their own programs. 

Mr. Harpy. In order to be specific, | know that you are familiar 
with certain tables in this Kaplan Commission report. You are 
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familiar with a good many instances of the kind where existing bene 

fits which accrue to the beneficiaries, or the survivors of military per 

sonnel, are totally inadequate and unrealistic to meet their needs. | 
think that you are also familiar with the fact that in other cases where 
there are benefits in excess of the total income of the f amily prior to 
the death of the serviceman which accrue to the survivors 

Certainly you must have some suggestion as to how. to provide 
better equity among service personnel and their survivors. I gather 
from what you are saying you want to confine it strictly to the type of 
program that the Veterans’ Administration now has. 

Mr. Brrosati. Mr. Congressman, of course it does seem that the 
problem comes up mostly among the career people. 

Mr. Harpy. I have not observed that. I notice that you have a 
problem of career people, but it is not confined to career people by a 
long shot. 

Mr. Brrpsaty. These are my own thoughts, but it is my understand 
ing the original coverage with reference to social security had in mind 
taking care of those persons who had some coverage before they went 
in, or those who had none, and giving them approximately 3 years 
after discharge in which to come into covered employment. If any 
thing happened to them in the interim benefits were made available. 
That was later changed, I believe, in 1950 to give the $160 average 
credit, which then produced this benefit with which we are not con- 
cerned except to consider it as income in case of determining depen- 
dency. It isa separate benefit established by Congress and designed, I 
think, prim: arily to take care of coverage for those going out “of the 
service. They do, of course, have deaths in the service. 

Mr. Harpy. Is there any reason why that type of benefit should be 
separate from compensation ? 

Mr. Brrosauu. That is in our concept a form of retirement benefit 
similar to career service in the Armed Forces. The other is a gra- 
tuitous program for veterans. 

Mr. Harpy. We are thinking now in terms of survivorship. 

Mr. Brrosauy. But it does include the payments at age 65, the whole 
program, the overall program. 

Mr. Harpy. That is true. 

Mr. Brrosatt. This particular plan does not. It is only on 
survivors. 

Mr. Harpy. I am having a hard time understanding exactly what 
approach the Veterans’ Administration is making to this. I under- 
stand over a period of years you recognized merit but you must recog- 
nize that it is inadequate taken by itself. 

Mr. Brrpsaty. We also feel that the ser vice-compensation provision 
in the plan is of material consequence because it gets into a field of 
what we may say is a repeal of what is in the nature of an insurance 
benefit, and there are still the extant reasons why there should be 
that consideration of that. 

In connection with this study, which took 4 examples of pay grade, 
2 enlisted and 2 of commissioned officers—— 

Mr. Carnes. I dislike to interrupt you. There were a few broad 
principles that we wanted to have discussed this morning. One was 
what would be the effect of implementing the recommendations of the 
Kaplan Commission on the existing survivor rolls. I do not think 
that we have had an answer to that. I would appreciate your inform- 
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ing the committee on the fact that you have a number of widows who 
no doubt would want to go from $87 to $125, and that you would 
have other people who would want to be upgraded. Also, you have 
some people under the revised plan who would be better off by remain 
ing under the program. F 

Mr. Brrpsaty. That is correct. 

Mr. Carnes. [ would appreciate it if you would inform the com 
mittee what the situation is with regard to your existing rolls if such 
a program as Mr. Kaplan recommended were put into effect 

Mr. Brrpsauw. As to those on the rolls you would have the widow 
alone, the widow with 1 or 2 children, where the benefits under the 
existing program are more liberal for the first 10 years while the 
gratuitous indemnity is payable, than the proposed plan. Now, as to 
those, you would have no immediate request that they be placed under 
the new plan. At the end of 10 years you would probably have re 
quests to increase the compensation rate payable to the widow to $125 

Mr. Carnes. For those people getting the gratuitous indeawnity 
now, they would continue getting it until it is exhausted and then they 
would perhaps request that compensation go from $87 to $125. 

Mr. Brrosati. Undoubtedly. 

Mr. Carnes. Can you estimate approximately how many widows 
you have on the rolls now who are getting only $87 per month ? 

Mr. Brrpsau. I do not think we have that figure. 

Mr. Carnes. The total number of widows is 67,000. 

Mr. Brrpsautyn. As of June 30, 1954, World War II, total cases, 
25,961; World War I, total cases, 31,016; Regular Establishment, 
total cases, 6,120; the Korean period, total cases, 3,289; Spanish- 
American War, 1,174; Civil War, 151: Indian Wars, 5. The war 
cases receive $87; the Regular Establishment cases $69.60. 

Mr. Carnes. How many of that 67,716 do you think are currently 
getting the gratuitous indemnity of $92.90 per month. You have 
about 58,000 that would only be getting $87 a month. Are you will 
ing to make that assumption ? 

Mr. Brrpsati. They may be drawing other insurance benefits. 

Mr. Carnes. Mr. Higley in his letter to the chairman stated that 
he felt that there would be within 1 year a very definite drive to raise 
all of those 58,000 which would be getting $87 a month to $125 
month. The point to make here is if this be true then such atatidinn 
of the existing survivors on the benefit rolls in the Veterans’ Admin 
istration would have the effect of wiping out any savings under the 
Kaplan Commission’s recommendations, and if the Kaplan Com 
mission’s recommendations were put into effect at no savings at all, 
with the situation we have with the existing survivors on your rolls, 
it would mean that it would probably be more expensive. Is not that 
the point you made ? 

Mr. Brirpsauu. Yes. 

Mr. Carnes. You feel that everyone would want to get to the maxi 
mum regardless of when the death occurred ¢ 

Mr. Brrpsaty. That has been our experience. 

Mr. Bares. Do you think that is a fair position for someone to 
assume? Do you think that they should take advantages in the éarly 
stages and then try to get the higher benefits? I do not think it is 
fair to the ones who have taken it. 
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Mr. Birpsauv. It would be entirely up to the Congress. All we are 
saying is that you will have pressure to have that done. 

Mr. Bares. It is not unusual for us to pass legislation containing 

savings clauses. That is not unusual. 

Mr. Harpy. Let us explore that a minute. You have several groups 
of widows, I presume, that would be involved in insurance of one kind 
or another. You have the gratuitous indemnity group, a great many 
of whom have used up their 10 years. 

Mr. Carnes. None have used it up yet. 

Mr. Harpy. You are about halfway along. They will use it up 
inashort period of time. Then you bare another group of widows of 
World War II and perhaps World War I, where there was no insur 
ance atall. You have another group that on a cash election and they 
have received the money and spent it. Then you have a different group 
that elected to take a life annuity. They are drawing that life annuity 
now in amounts paid on an original policy that was valued from $1,000 
to $10,000. I suppose you have some of that ? 

Mr, Brrpsann. Yes. 

Mr. Harpy. We have a rather wide variety of situations, and you 
are going to have virtually, if [ understand your position correctly, all 
of those “people coming in and wanting to get the $125 figure if the 
Kaplan Commission’s recommendations are put into effect. 

Mr. Carnes. That is the position that they stated to the chairman. 

Mr. Harpy. Especially those who have used up their annuities from 
the insurance. 

Mr. Carnes. Going to another subject, you said you felt the funda- 
mental concept of Veterans’ Administration compensation as it cur 
rently exists should be kept. If you keep that concept where the pay- 
ments are weighted for widows with minor children, and you institute 
social security with that program for people less than 65, then you 
would have 2 weighted programs so that a widow with 2 children 
would be drawing benefits from the Social Security Administration 
at almost a maximum, predicated upon the salary contributions made, 
and under your program, because she was a widow with minor chil- 
dren, it would be weighted again so that she would be drawing a maxi- 
mum from you, so in that case, especially in the lower grades, where 
you have 2 programs that are weighted for minor children, then you 
would have an accentuation of this pyramiding of benefits, and be 

cause of the 2 benefits they would be getting considerable more than 
was provided from the base pay and allowances of the deceased. 

Mr. BrrpsaLu. That is for a temporary period. Under our law, 
we have no limitation on the number of children. It runs into the high 
rates if you have a large family. 

Mr. Carnes. As they become of age under the social security, they 
cease to be, but for those widows with minor children you would be 
giving them two weighted programs. 

Now, the Kaplan Commission recommends that your program be a 
firm program with a firm benefit and the social security be the weighted 
program. You are opposed to that. In other words, the Kaplan Com- 
mission recommended that the social-security program would essen- 
tially take over the functions that you are currently performing and 
you would put in a new program. Is that it essentially ? 

Mr. Birpsauy. I think that is essentially it. Basically we feel that 
the veterans’ program should not be taken over by a general program. 
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Mr. Carnes. If the Congress decided not to pli wce the milit: ry | under 
social security on a contributory basis and were to abolish the $160, 
do you feel that the Veterans’ Administration compensation program 
alone could be so revised whereby 1 program, where a person would 
have to apply for only 1 benefit and would receive only 1 check, could 
be made adequate to provide a very equitable survivor benefit program ? 

Mr. Brirpsatx. I think that the justification could be considered in 
the light of our own program for such revisions as might meet needy 
cases. Of course, you do have the element in the OASI proposal of 
contribution, but in the case of the present $160 wage credit you do not 
have that graduated as to pay. I z not know what your justification 
for changes in the compensation program would be. Possibly in- 
creased rates of some kind. 

Mr. Carnes. Do you feel one Veterans’ Administration compensa 
tion program could adequately meet the needs of our survivor-benefit 
program ¢ 

Mr. Brrpsaui. I would say that involves policy questions affecting 
Social Security. / 

Mr. Carnes. Disregard social security. There would be no social 
security in the program at all. Naturally the rates would have to be 
considerably upgraded. 

Mr. Birpsatwu. If I could make a distinction there: If the question 
were just protecting coverage and making certain that a person had 
coverage, and making all have uniform benefits, I think that is con- 
sistent with the basic plan of compensation. 

Mr. Harpy. You are thinking in terms of uniform benefits regard- 
less of rank, and you feel that type of approach would be adequate, 
even if you did away with any consideration of social security and 
attempted to liberalize somewhat your Veterans’ Administration 
program ? 

Mr. Brrpsauy. Of course, I want to include the fact 2 at undoubtedly 
there could be a separate system whereby you do have a contributory 
plan, a regular contributory plan. We have no pesuapmandations 
saiiaed anything like that. 

Mr. Carnes. Do you feel that the Veterans’ Administration plan 
could be so revised as to take the place of gratuitous indemnity, or 
what was an insurance program? I mean one all-embracing program 
that would meet all the needs. 

Mr. Brrosati. That would depend upon what the needs would be, 
and the justification, insofar as it would sound in retirement or sound 
in need for a contributory plan of some kind in another branch, like 
social security or the retirement system of the Armed Forces, we would 
not be concerned with it. 

Mr. Carnes. We are concerned this morning with survivor benefits. 

Mr. Brrpsatu. It would depend upon what you would place be con 
us in the compensation program. 

Mr. Bates. I would assume down through the vears the Vetera 
Administration has recognized the inequi lities and inequities in the 


various systems and the hodgepodge of | legislati that has emanated 
from the Congress and the fact several agencies of the Government 
have been handling these matters. 

Have you made any study of what could be done to consolidate all of 
these benefits under one agen: ‘y? Has any study ‘oe nn made of that at 
all recognizing the difficulties involved in the system at present? 
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Mr. Brrpsaty. We have not conducted such a study. 

Mr. Harpy. Do you mean that you people have been sitting back 
here and have not tried to e xpand ‘the Veterans’ Administration into 
activities of other agencies dealing with veterans ? 

Mr. Brrpsati. Not into those fields, sir. 

Mr. Bares. Back to insurance: I was on the original subcommittee 
that adopted free insurance. It was changed when it got over to the 
other body. Nevertheless, do you feel when the Government is giving 
free insurance that uncles, aunts, brothers, and sisters, whenever they 
have any financial dependence upon the lad himself, should collect this 
free Government insurance ? 

Mr. Brrosauty. As I understand it, the uncles and aunts are not 
eligible for the gratuitous indemnity. 

Mr. Bares. But with reference to their financial dependence, do you 
feel that we should be paying to uncles and aunts and brothers and 
sisters ? 

Mr. Brrosatt. That gratuitous indemnity, as I view it, does take 
the place of the insurance program, and to some extent they have 
carried forward some of the insurance features. 

Mr. Bates. Except for the fact that a lot of these young fellows 
would not have taken out insurance for their brothers and sisters or 
uncles or aunts as beneficiaries if they were putting the money on the 
barrelhead. The question I am asking you, Do you feel that we should 
go that far, that is, to exclude other than widows and children ? 

Mr. Brrosati. Of course, what we would like to do is to examine 
into that. 

Mr. Bares. Has it not been considered ? 

Mr. Brrosati. We have not considered any changes in the benefi- 
ciary group for the gratuitous indemnity. 

Mr. Bares. Has not the bac ‘kdrop of information provided certain 
suggestions ? 

Mr. Brrpsauu. I would like to see if we have a distribution of indem- 
nity beneficiaries. I think it is mostly parents. As of June 30, 1954, 
out of a total of 21,600 indemnity cases 15,000 were parents, 5,400 
surviving widows, and the rem: ainder children and brothers and sisters 

Mr. Bares. That is understandable. Most are young fellows that 
are not married. You are going to have 15,000 out of 21,000 going to 
parents. My question is, Do you think when we put th: - bill through 
we were doing the wise thing? Many of the parents do not need the 
money. Many of them are independently wealthy. Is that oo we 
were trying to do at the time, provide them with that money, or did 
we have more in mind, —l for the wife? As I recall as con- 
cept 5 years ago, that is what I had in my mind. I did not envision 
paying it to independently we ae families, to the mothers and the 
fathers, or the brothers and sisters, or the uncles and the aunts, when 
the need was not there. 

Mr. Brrosaui. You are bound to have some cases where probably 
the man himself would not have taken out national service life be- 
cause he did not feel there was anyone within a permitted class that 
he could name. 

Mr. Bares. Let us go back to the original question. Do you think 
other than widows and children should be entitled to benefits of free 
Government insurance ¢ 
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Mr. Brrpsaty. At this time, of course, I could not recommend o 
way or the other. I think in light of your question the Veterans 
Administration should study its experience under the servicemen’s 
indemnity pro\ isions to see if there are any n odifieations indicated 

Mr. Bares. I am talking not so much about a study, Mr. Birdsa 
but a question of policy. 

Mr. Brrposauu. Of course, as you add further restrictions on your 
serviceman’s indemnity, you gradually 
tion rather than insurance. 

Mr. Bares. Let us take these 15,000 parents out of 21,000 that have 
been total beneficiaries. There was no need that had to be established 
as far as they were concerned, is that not right? 

Mr. Brrosauu. That is correct. 

Mr. Bares. Well, then, specifically in that case do you think that 
it is the wise thing for us to do by giving $10,000 insurance to people 
who do not really need money ¢ 

Mr. Brrosaui. Of course, back in the War Risk Insurance Act, 
when they provided the $5,000 gratuitous insurance, they did have 
restrictions, and there was a limitation placed upon the widow who 
remarried. if she remarried, she became estopped. 

Of course, I do not think there is any doubt that prospectively y« 
could put such a limitation on parents. 

Mr. Bares. Do you think we can?’ Do you think we should ? 

Mr. Birpsauyi. If determined as a matter of congressional policy, 
it would probably be prospective. 

Mr. Bares. Well, that does not provide a very clear answer, Mi 
Birdsall. I do not think we could do it retroactively, and further 
I am always hesitant to do anything retrocatively. 

However, will you come up and discuss that among yourselves and 
come up and give us the answer? 

Mr. Brrposatu. I think we would like to do that rather than to give 
you an off-the-cuff answer. 

Mr. Bates. I would appreciate it if you would do that for us, M1 
Birdsall. 

Mr. Carnes. Mr. Birdsall, I wonder if you would explain to the 
members of the committee what you think the problems would b 
with respect to insurance—USGLI and NSLI—if a new proposal 
along the line that you have suggested be adopted ? 

That is, we have 2 levels of benefits—1 is VA and the other is 
social security and keeping the 6 months’ death gratuity; then we 
have nearly 5 million people in civilian life who have NSLI or USGLI 
insurance. If they come back on active duty and some of them get 
killed, the tab for that, if extra hazard, would be paid by the Federal 
Government to the survivors of this individual. Of course, the sur 
vivors of this individual would get these two new layel ; of SUrVIVO!} 
benefits, which were deemed to be adequate, plus a third layer that, 
essence, Was paid by the Federal Government. 

How do you think that would fit into this view of a new system, an« 
would that necessitate or give rise to the fact that all people should be 
given the opportunity to take out this insurance, just as these few sur 
vivors were able to have the third layer? 

Mr. Brrosat.. Of course, you have cases where that particular in 
surance is not going to the same survivors who would be eligible for 
this proposed survivor benefit. 


et into the field of compensa 
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In such cases it would be reduced in any offset plan because of 
receipt by someone else of this insurance benefit. Of course, we look 
at the matter of the insurance programs as involving contracts, just 
as those servicemen who are out of the service today do with regard 
to civilian insurance, where the requirements of those contracts have 
been met. 

[ think what you are concerned with there is the possible duplication 
of the factor in that service compensation that relates to the indem- 
nity amount. 

Mr. Bates. That is correct. 

Mr. Brrpsati. Which means, a duplicate payment. 

Mr. Harpy. I think that that is the case. Of course, we all recog- 
nize that there is a contractual rel: ew in the insurance policy and 
that has got to be paid, but if Uncle Sam picks - the cost because of 
an extrahazard death, that is involved in that, but should the addi- 
tional benefits which are under consideration at this time such as 
social security and other benefits, also be available? 

In other words, if the taxpayers are going to pay for this extra- 
hazard death under the insurance contract, should they at the same 
time pay all these other benefits which are under contemplation ? 

Mr. Brrposauw. I think that is a question which you would have to 
consider. Your gratuitous indemnity would not be available to those 
very people if the ‘y were in service. I mean it would not be available 
at the present time to the extent that they carried other insurance. 

Mr. Harpy. That is provided for. 

Mr. Brrosaun. Yes, sir. 

Mr. Carnes. What is the position of the Veterans’ Adininistration 
on this question, Mr. Birdsall? Do you feel that there would be—to 
use the phrase again—a hue and cry to reinstate the whole insurance 
program so as to let all people have this third layer of benefits, if you 
are going to let some few continue to have it. 

Mr. Brensar. That is a distinct possibility. 

Mr. Carnes. If a person received the national service life insur- 
ance, would it be possible to offset that against the VA payments 
which Mr. Hardy has suggested ? 

In other words, if a person was entitled to $100 VA payment, but 
they had received $10,000 gratuitious indemnity in a lump sum, then 
would it be possible that they would draw no VA compensation until 
such time, on an indemnity basis—maybe 91% or 10 years later that may 
be considered as an offset against the VA payments—and then let 
them pick it up? 

You do not feel that the offset method would work, or do you feel 
that it would work? 

Mr. Birosauu. It probably could be done, but I have apprehen- 
sions on that. 

Mr. Carnes. Do you have anything to say in regard to that question, 
Mr. Knapp? 

Mr. Knapp. If I may—it is just a thought—it could be done, I 
think. It might be very cumbersome, administratively, but I would 
think it could be done. 

However, if you set up a program and offset the insurance against 
the service compensation, only in those cases where the beneficiary 
of the insurance is the same as for service compensation you might, 
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perhaps, encourage subterfuge on the part of th red, in that 
could make someone else beneficiary. 

There is a possibility of “beating the devil around the stump.” 


Mr. Harpy. Suppose in the development of our considerations her 
now, an overall program were developed which encompassed a 39 the 
eratuitous indem1 vy which ineluded that is one of the fact 


this toté al ceria pose you developed a completely new progr 
which ineluded the gratuitious indemnit onsideration, under th 
present order of denn if a person has NSLI or USGLI insurances 
he does not collect the gratuitous indemnity 

Mr. Knapp. No, sir. 

Mr. Harpy. Would it not be proper, if the program which 
veloped, includes or substitutes for the gratuit ol lemni 
it not also be proper to say in a case of NSLI USGLI that 
demnity becomes due under that as a result of extra hazard, that the 
many benefits under the other program would be ce par bh reduced 

Mr. Knapp. I think, sir, it is logical. 

Mr. Harpy. Well, is not that. in effect, what we are doing now with 


respect to the gratuito ndemnity ¢ 
Mr. Kwnarp. Yes, sir; it is the same proposed procedure as we ar 
doing in indemnity, but there again, we come ti e basic philosophy 


back of your study, Mr. Hardy, a Mr .B * committee, culm p 
in the indemnity program. Vet ‘rans bad hed rance for almost 
35 years and the Congress app: rently felt it could just wipe out the 


insurance concept. However. since Mr. Hat ly I ( d ot 
had found that particularly in time of an emergency and war the G 
ernment picks up the tab for the whole insurance payment, and pays 
all of the administrative expenses, and they have all the allotments 
in service and administration of span ita well, th would pl ‘obabl} 
be cheaper in the long run and e¢ inly sin apler to have this substitute 
indemnity. 

The Indemnity \ct itself SAYS: o. ly pel the act el 
shall be insured”, and so forth. 

So, thinking still, generally in terms of insurance 

Mr. Harpy. Well, of course, insurance san mnity. 

Mr. Knapp. } , Sar s the offset was one of 1 ance against ll 
demnity, which is another type of insurance in the broad sense. If 
we elin l ited ndemn \ na 1 Ipea il 1 the statuts bo¢ k and 


attempted to offset insurance ag uunst what the Veterans’ Administra 


tio has always | mn paving, bas ‘ally death e atic 5 wl 
philosophicaliy, at least in the minds of the avei ize person, a differe: 
type of payment, a different type of benefit—— 


Mr. Harpy. Well, that is not what we are talk Y about. 

Mr. Knapp. You might get into trouble with that sort of plan 

Mr. Harpy. We aie it get into trouble with that plan, but we are 
talking about a co) posite er Certainly, you want to have 
something to t: ike the p lace of 3 . There is foing to be somethin o new, 
a composite figure, that woul id at least eased nsate in a measure for 
the gratuitous indemnity monthly consideration there. 

So, you would have an indemnification question involved in this 
consideration. 

Mr. Knapp. Yes, sit 

Mr. Carnes. The veterans’ compensation might be upgraded suffi 
ciently to take care of it. 
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Mr. Birpsauy. That could be identified as a given amount; that is a 
matter of administration. 

Mr. Harpy. It would not be much different than your present 
situation. 

Mr. Brrpsauu. No, sir. 

Mr. Knapp. The widow is assured of VA compensation. If her 
husband dies of a service connected death and she has not remarried, 
and the offset today may be only against the indemnity, which is some- 
thing over and above death compensation. If you adopt a new one- 
package VA service-compensation program in which the widow is 
in the first instance the prime beneficiary, and you say, “Well nor- 
mally a widow is entitled to so much in one package, but if your 
husband had insurance, no matter who the beneficiary was—it may 
have been a strange! we will reduce your widow’s share VY a pro 
nortionate amount, calculating according to the value of that in- 
surance.’ it will lead to dissatisfaction. I would think it could be 
done, but I pose that example to show you what you might run into. 

Mr. Barrs. We got halfway across that bridge on the insurance 
bill, because anyone wlio came back into the service who had this 
particular benefit could continue paying for that if they wanted 
to remain. 

Mr. Knaprr. Yes, sir. 

Mr. BATES. But. instead of that, we could also provide that you 
could have a suspension period and then take it up when they Fol 
out of the service. The suspension period would be for 120 days or 
something of that sort. 

Did we not set up something like that ? 

Mr. Kwapp. That is right. 

Mr. Bares. So, automatically, they voluntarily suspended the in- 
surance which they had pre\ iously upon coming back into the service ¢ 

Mr. Knapp. Yes, sir; they did that in order to save the payment of 
premiums and, in other cases to get the free indemnity. 

Mr. Bares. That was a voluntary thing on their part to save money, 
because you had them in'a better position then where they could break 
their own contract by putting them into this suspensio! again for the 
time being. 

Here, we are trying to accomplish about the same thing, except the 
shoe is on the other foot. 

The Government will be trying to do something here, except where 
as, before, the decision was made by the individual. 

If we could set up some sort of a suspension arrangement on the 
insurance question whereby they could take it up again after they 
got out and continue carrying it in civilian life, and let the other 
benefits accrue as they would be accruing under the new program, 
we might be able to work it out more simply that way, but you will 
not abrogate it that way. 

Mr. Kwnarr. That suspension would have to be a voluntary matter 
on the part of the insured. 

Mr. Carnes. Mr. Birdsall, let me ask you one other question re- 
garding insurance: 

At the present time a man who leaves the service is entitled to take 
some form of national service life insurance—a 5-year term nonconver- 
tible policy, and nonparticipating, and what is the position of the 
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Veterans’ Administration on continuing the eligibility for all veterans 


to take some form of national service life insurance, as contrasted to 
restricting the og te for national service life insurance, or any 
form of veterans’ life insurance only to disabled ee That is, 
only to persons who cannot obtain commercial surance at normal 


nsurance rates ¢ 


If the new paennge | proposition that is being suggested here be put 
nto effect, would there be any necessity for continuing to allow ever 
this 5-year nonparti faadioas nonconvertible insurance, to those able 
bodied citizens who have left the service? 


Mr. Brrposauu. I would like to have Mr. Gerardi answer that ques 


bion. 
Mr. Carnes. All right. 
Mr. Gerarpi. Well, Mr. Carnes, I do not think that we have taker 


any position on it, of course, and any position h I took would be 


strictly my position. 
At the outset | would Say, however, that thi oral 

surance to these people as they leave the service serves a very use 

) days in W hic h tl ey mgt 


tine of this 


1) 
( 


purpose. It isa very limited pel iod of J 


apply for the insurance, and, incidental] he Kaplan Committee 
report continues that 1n eltiect. 

Mr. Carnes. You mean for the 120-day period? 

Mr. Gerarpi. That is right. 

Mr. Carnes. | mean after they are released from service. 

Mr. Gerarpi. Well, as far as we are concerned, Mr. ‘arnes, we have 
not been advoc ating the reope nin o of that period. I hoe seen some 


requests made that it be reopened, but it has never been reopened, 


Mr. Harpy. I don’t believe th e two of you are t ilking about the »same 
thing. 

Mr. Carnes. No, sir; that is rig 

At the present time a man who 
days: is he not? 

Mr. Gerarpt. Yes, sir; wna the indemnity nn ons and then he 
may pick up a nonparticipatu onconvertible 5-ye r policy which is 
successively renew: able. It a automatic: ally renew a if j nh force at the 
expiration of any term period 

Mr. Carnes. That is right. The point I am asking is this: Is there 
any necessity, if this new plan were put into effect, to extend tl 
privilege to people who oan | buy commercial insurance—the same 
type term insurance and at the same rates’ Is there any 
continue extending the cede Administration insurance progran 
to those individuals? 

Mr. Gerarptr. Do you mean beyond the 120 clay s 

Mr. Carnes. Yes. 

Mr. Gerarpt. No, sir; I do not see any need beyond that period. 

Mr. Carnes. The only persons, then, for whom there would be 
necessity for VA insurance would be those people who could not secure 
insurance because of —power ty at normal insurable rates / 

Mr. GERARDI. Well, I ant to make it unde rstood t] Lat I see no reason 
why they should extend the 120-day period during which men may 
apply for this nonconvertible nonparticipating insurance, but I am not 
stating that they should not have that privilege. I think that-is a 
matter for Congress to decide, very definitely. It is a very, very 
definite legislative policy at this stage, in my opinion. 


a VE t] e service is covered fo. 120 


Y necessit to 


/ 
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Mr. Harpy. Yes: because it is a legislative policy gotten in by a fluke 
I might say that I do not think it was ever intended to get in like that, 
but it got in. 

Mr. Gerarpt, I say I think it does serve a useful purpose. Howeve 
if they want to abrogate it at this time and discontinue the granting 9 of 
any such new insurance, that is a matter for the Congress to determine. 

Mr. Harpy. Certs ainly there shoul | be ample provision to make _ 
sible the securing of insurance by those who come back uninsurable a 
standard rates. There is not any doubt about that, but the maatice 
of continuing indefinitely automatically renewable term insurance to 
those who are perfectly insurable at normal rates with commercial 
surance, seems to me to be another prob lem. 

Mr. Bares. Mr. Birdsall, I would get back to that line of thought 
which we were on a moment ago about the shoe being on the othe 
foot. and about abrogating the contract. 

I do think we would be in a verv definite position if we tried to 
change that insurance ourselves. I do not think it would be right and 
proper and our position would not be sustained, but if on the other 
hand we established a new program, reducing the new benefits by the 
amount that is being carried in NSLI, what would be the case ? 

Mr. Brrpsati. Administratively it could be done, if you could com 
pute that factor. 

Mr. BATES What I am trying to do would be to encourage them 
that for the period they might be recalled to active duty, to put all 
of these payments in a suspension account, and forget it while they 
are in so that they would not be paying money out for something 
where they could get the benefit without paying for it dict that 
particular period. 

Why could you not work out something like that? 

It would be the identical situation that you had when we put the 
new insurance bill into effect. 

Mr. Harpy. Of course, you could write into the statute a provision 
to the effect that anyone who went on active duty kept his insurance 
in effect and just by paying the premiums and so forth he would have 
his payments reduced. That is the point I am making, that the pay 
ments would be reduced for the amount. Why could you not do that? 

Mr. Gerarpt. May I ask, Mr. Bates, if that would also extend to a 
man who carried insurance with private companies? JT mean, why 
would we penalize the veteran who is carrving Government insurance? 
It is just a question which has come to my mind. 

Mr. Harpy. The Government is paying twice in that case. 

Mr. Gerarpt. I think that that could be said to be very true in war 
time, but we are in peacetime now, and these fellows are paying sub- 
stantially the cost of the insurance at this time. The extra-hazard 
cost is smal] in peacetime. 

Mr. Harpy. If it is extra-hazard death, Uncle Sam picks up the 
check. 

Mr. Gerarpi. That is what I meant, Mr. Hardy. In peacetime your 
extra-hazard deaths are very, very small in relation to the total num- 
ber of deaths in service. 

Mr. Bares. We could use that same argument, T should think, as 
far as the other bill was concerned. We said you would have a maxi- 
mum of $10,000. Now, you have continued it outside, but upon com- 
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ng up, we could do that. $10,000 isthe maximum. So that situation 
which you mentioned is identical to the situation mentioned before. 
Mr. Gerarpt. But we are now approaching this from the side door, 
Mr. Bates. I realize that the point that you make, but I merely 
make the point now that you are going to have some of these peo} 
rrying private contracts when they go into service, and the 
lave listed a preferred beneficiary. ‘The wife would be the beneficiary 
ind she would derive the benefit from both that policy and wor service 
compensation. Nothing will be said about dimini shing the return on 
the compensation at all m that case, but if another veteran carries this 
(Government insurance, which he is pay! ¢ for, actually there would | 
. diminishment of the e ompensatl return. 


Mr. Bares. I understand what you are saying, but the same situa 
tion was true in the other bill. If a fellow had private insurance 
outside, he could come in and still get $10,000 free insurance an 
tinue to make his payments outside, but we said, “No; you can only have 
. maximum of $10,000.” 

Mr. Gerarpr. You provided them with an indemnity in that case 
on the theory that if they oave up their right to ec: rry (C,overnment 
ife insurance you would give them this $10,000 policy, and I think 
n that case you have a different situation. 

Mr. Bates. No: because in one case you are saying, “We are going 
to give you free insurance if you give this up over here.” We say, 

“We are going to give you this particular benefit if you give it up.” 
You can continue to pay if you want to, but over here you get free 
nsurance and if you give it up over here, you get these free benefit 

A fellow who was in the service did not have that same situation. 
He was getting this free insurance here, and was getting this here. 
So, it is the same thine. as far as I can see 

Mr. GeraArpr. You have the case of inde mnity where dependen 
is not a factor. The limitation on the service-compensation be nefits 
for dependent parents, and limitation of be nefits upon remarriage of 
the widow presents the same problem, and you can have this indemnity 
going to a mother, for example, whereas the cor npensation would be 
payable to the widow, or the insurance could be paid to any third 
person. 

Mr. Bares. Well, of course, we are also coing to consider that. We 
have discussed that this morning. It does not mean it is right because 
it exists today, nor shall we throw out any new proposal because it 
interfered with something in the present law. 

Mr. Gerarpt. I think the Congress has a very serious problem, 
However, as to «liminishing the service compensation available to a 
wife, based upon what he carried in Government insurance, I think 
that might be within their — rights. I do not think it could be 
claimed to be unconstitutional, but you are going to have to write a 
provision to the effect that all widows shall have so much compen- 
sation, with a proviso to the effect that if this widow is receiving 
insurance benefits, the rate of compensation shall be diminished pro 
tanto. 

Mr. Harpy. What is the difference between the thing we are talking 
about and the situation as it exists today where vou have a gratuitous 
indemnity which pays $92.50 a month? 

Mr. Geraropt. Yes, sir. 
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Mr. Harpy. But it is not payable if there is an extra hazard death 
covered by national service life insurance policies; is that not correct? 
Mr. Gerarvi. Well, Mr. Hardy, if you are going to inject this extra- 
hazard question into the matter, it would have to be disc pane further. 

Mr. Harpy. That is the only thing in the world we are talking 
about. 

Mr. Gerarpi. Then I think we have to accept the fact that at this 
time, at least, the extra-hazard cases are in the minority. 

Mr. Harpy. That is true, but that would not play a very substantial 
part in this thing. 

Mr. Gerarpt. Except, that I think you are causing the individual 
who pays for his insurance to lose the benefit of that insurance by this 
method of deducting it from the compensation. I think that that is 
the case 

I do not think that the Government is taking the tab up on that 
insurance. 

Mr. Harpy. If the Government provides in the compensation some 
thing to offset the $92.50 which is now provided under a gratuitous 
indemnity, what would be the distinction / 

Mr. Gerarpr. Well, I merely make the point that I do not think that 
legislation can spell this thing out, for the simple reason it would be 
most difficult except, perhaps, in time of war to regard the insurance 
is being a gratuity. You do have at that time a greatly enlarged 
class of extra-hazard cases—about 85 percent, I think, but it is perhaps 
less than 15 percent when applied in peacetime to all deaths. 

Mr. Carnes. I think the committee is try ing to conside something 
which will stand the test of both peace and war. 

Mr. Geraropr. I think that is true. I am quite sure that it is, and 
that is the reason I brought the point up. That is the difficulty of 
this legislation. We have got to consider the various kinds of benefi 
Some of these benefits are contributory, some are insurance, and some 
are wholly gratuitous. You are trying to work it out on a peacetime 
and wartime basis, and you are tryin ie TO consolidate these thu os at 
certain points where you do not have anything to tie in with. 

[ think you have a very difficult problem ; I do not envy you at all. 
I was merely trying to spe: ak my aoe , ,thatisall. ' 

Mr. Harpy. I appreciate that, but I do not quite understand 
distinction which you are making there, because if it is an extra- 
hazard death, the Governments pic cks up the tab on either the USGLI 
or NSLI. 

Mr. Gerarpt. Yes, sir. 

Mr. Harpy. It is only in the case where the taxpayers have paid that 
figure, instead of it coming out of the fund where there should be any 
consideration given to a reduction. ; 

Mr. Gerarpi. That involves the very large number of cases in pence 
time, Mr. Hardy. That is the point I am trying to make. TI think 
that is predomin: int in this whole system that we are trying to arrive 
at here. We are trying to arrive at a way to pay the nonextra hazard 
eases, 

Mr. Carnes. There is only one other point that we want to pursue 
this morning, and we have not gotten as far as we would like to have 
gone. 

Mr. Birdsall in comments which the Chairman of the Committee has 
received, the suggestion has been repeatedly made that if it were at all 
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fensible that much ce uld be aone in the field of sin pl ry 
benefit payments, and assure the survivors that they get t 
which it was the intent of Congress that they receive, if it were at all 


possible for the survivor to deal w ith only one agency in actua 
the claim with one agency. 

We want you to tell us whether you think it is feasible, with the 
Veterans’ Administration in the pi ture, or Social Se urity, or t] 


| r the adjudication of the clair co Id be ade 


any one else, as to whet 
by one agency ¢ 

Mr. Brrosaun. I think, probably, you would have to answer t 
question this bia 

We, first, have to deal with circumstances as they exist today to a 
creat ina, In other words, you have a separate agenc’ 
handling all the major \ veterans programs such as the death cor 
pensation, the GI bill of rights, and so fort] 


Then, you have t he . Federa l Security which ! overall] ] itional 
program, and which is an independent proposition. Then you have 
the service departments handling their retirement programs, . 3 


cannot see how you could conceive Of a centralized adjudication agen 1 
in this matter. 

Mr. Carnes. The retirement program would not exactly enter into 
this, but if the Kaplan Commission recommendations were put to 


ect, is it conceivable or feasible in your opinion to have the bene 
effect, t vable feasible in yor I to | t] 
ficiaries file on the one claim and provide only the papel ecessary ft 
support that cla Ma ich a th hiarria certili ite, the b th certifi 
ites f ren Idret ~ OF YF hate ver else ia \ be req urect, ic file only one 


claim, and if the widow is eligible for social security and veterans’ 


compensation, have some one group to say to } that you have 1 
ceived all the papers necessary to satisfy you as to her entitlement, and 
therefore you will certify to these two agencies that she is entitled to 
those benefits, and that she will begin to get the payment, or is it nee 
ary for that widow to pro de all these duphy ite papers tO ea h of tl 


two agencies ¢ 


That is the quest ion. 

Mr. Brrpsautt. Of course, if you could avoid duplication of clain 
tis always best to do it, but I doubt whether you would be able to do it 
in that case. 

Mr. H irpy. Are you thinking. from a practical stan lpoint, or are 
you thinking from the standpoint of your ability to do ité 

Mr. BIRDSALL. Well, if you take the Kaplan plan is proposed under 
the draft bill as I understand it yennone » it was otherwise indicated 
in one of the conferences, there would | ertification from the De 
partment of Defense to us with reference to ‘shi service compens ition, 
and we would be the instrumentality for paying that amount. 

Mr. Carnes. That has been cleared up. The Defense De partme 
would merely advise you as to what in thei ir Opiniol 1 was the eligib lity 
of the recipient, but the actual determination would be a determina 
tion which could be made by the Veterans’ Administration, and it 
those cases where you were satisfied with the information supplied 
the Veterans’ Administration, if you w: artes to you could aw: ird the 
claim on that certification. The Administrator of Veterans’ Affa 
specifically has the authority, which means the whole agency, to ré 
quest suc h other additional information as they may desire 
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So, it is not that they are merely telling you to pay this woman and 
that you are disbursing the money without having the right to adjudi- 
cate the claim, but it was their intent that they would certify to you 
that they have evidence that the woman is legally married. and that 
there are two legal children for which the service has been paying 
accordingly, and all of that, which would obviate the necessity of that 
widow supplying you with all of those papers. 

That was their intent. 

The question is: Could we now take a step forward and adjudicate 
the claim on the basis of the widow just applying to one agency 6 

Mr. BIRDSALL. I would like to ask Mr. Boliek if he sees any ad- 
ministrative complications there. 

Mr. Bourex. As I understood it. the question is if one claim could 
be filed with one agency and then circulated around among all the 
other agencies ? 

Myr. (CARNES, No, sir : but th: atm: Ly possib ly be one uogestion. How - 
ever, the point that was suggested, or the suggestion which has been 
made, is that there be one central group, and I do not know what it 
would be composed of, but there would be one central place—whereby 
a widow makes only one petition to the Federal Government for those 
benefits to which she has been entitled, because we have found in 
analyzing the circumstances involved in a veterans death where there 
were widows with 2 children and where there has been 6 quarters of 
coverage under social security, where you are paying VA compensa- 
tion, but for some reason that as late as August of this year that widow 
has not even applied for social security. 

It was not a question of complications that no payment is being 
made. 

The widow just simply has not applied. So, therefore, she is get 
ting only one-half or a portion of what it was the intent of Congress 
that she get. If, however, she had filed those same papers which 
she filed with the Veterans’ Administration with one central agency 
then she would have automatically received social security which it was 
the intent of Congress that she receive and which have been pro 
vided for her. 

In other words, it would be automatic upon this central office of 
which we speak to see that she gets everything which the Congress 
inte ided that she be entitled to. 

Mr. Bourex. Of course, we have had no experience along that line 
in the Veterans’ A duniniictebbion that I know of. We have had at 
times people in the Service Department to find out different facts, 
and clear matters up for us in regard to claims, but we never have 
had an experience along that line. 

Mr. Harpy. Let me put that another way: 

In an effort to try to simplify this thing, it seems to me that 
certainly there are a number of different ways in which it could be 
handled. It could be handled through a central agency set up inde- 
pendently to adjudicate all of the claims. 

Conceivably, I should think there might be enough talent acquired 
by the Veterans’ Administration to qualify to adjudicate the claims for 
the Social Secur ity Administration. 

Now, then, of course, the Social Security Administration might not 
like that. I should think, however, that it might be possible for the 
Social Security Administration to get that talent over there, enough 

























STUDY OF SURVIVORS BENEFITS L103 





talent, that it might be capable of adjudicating VA claims, and the 
Veterans’ Administration might not like that. 

But let us get down to the question of what can be done: Is it not 
possible for a single agency, whether it be an existing agency or a new 
agency, to ev: aluate a single claim and adjudicate or cert fy that claim 


with respect to eac h agence yw hich might be involved ? 
That is a simple question. 


Mr. Brrosauz.. They are not all uniform. You see, we do have this 
big bulk of adjudication on youl other « lain 5 Wi hi h we still would 


have. 

Mr. Carnes. What other claims, Mr. Birdsall ? 

Mr. Brrpsauu. Claims for merenaes and changes in awards, and 
forth, under our existing criteri: See er also connected with prio 
service deaths postservice d ‘the i ive rise toa large number of clan 1S 
for death benefits. 

We have different definitions. Our definitions and requirements on 
dependent parents, for example, may not be similar to other agencies 

Mr. Harpy. That does not mean that you could not learn the defin 
tion which would be supplied by the Social Security Administration. 

Mr. Brrpsau. There is a question as to whether they would be cor 
tent with it. They administer their laws and their law officer det 
mines legal questions thereunder. 

Mr. Harpy. Here you are bringing in another element which is the 
quest ion of petty jealousies within the agencies, and I do not have too 
much patience with that; whether it is in the Veterans’ Administra 
tion or whether it is in the other agencies. I am talking about what 
can be done, and what is the sensible thing to do. 

Surely, the people in the Veterans’ Administration ought to be sen 
sible enough to ap] roach this thing from an objective standpoint, and 
say, “Let us do it in the simp Nest way for the benefit of the people, 
because they are the beneficiaries under this program.” I would think 
that would be your attitude. 

Mr. Brrpsatu. I am sure it would. We would do all we possibly 
could to simplify these procedures, and cooperate. 

There may be some complications which would come up. 

Mr. Harpy. There art bound to be, but. I would hate to think that 
they could not be worked « ui . I wou i 1 hate to thi oe that any agency 
of the Government would let its petty jealousies fet in the way of 
doing justice to these people out he re in the country. ‘ 

Mr. Brrpsay. Just the opposite is the policy of the VA, Mr. Con 
gressman, as you know. 

Mr. Harpy. That would be my thought. 

Mr. Carnes. Mr. Birdsall, just one final question: At the present 
time, with respect to the gratuitous indemnity and the VA compensa 
tion, is that all handled as one claim ? 

Mr. Brrosaty. No. 

Mr. Carnes. The widow has to apply for the $92.50 and she applies 
also for the VA compensation separately ? 

Mr. Fe DSALL. It is a separate thing; yes, sir. 

Mr. YAR NES. Does she have to provide S¢ parate or aed and sepa 
rate ‘astific ation for that claim to each of the agencies? 

Mr. Boutrex. Not evidence of rel: ationship ; no, sil 
Mr. Carnes. But she does have to sign two claims 
Mr. Bortex. That is right. 
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Mr. Carnes. Are there not, perhaps, cases where a widow may be 
several months late in filing the gratuitous inde mnity claim, or where 
she may be late filing the VA compensation claim 4 

Are the two not in any sense synchronized within the VA at the 
present time ? 

Mr. Bourek. There are two separate forms, if that is what you mean. 

Mr. Carnes. If the indemnity forms come in, and there is a widow 
involved, is there any sj nehronization of them? In other words, are 
the two agencies trying to coordinate this to see that the widow is paid 
these benefits? In other words, should not the question be automati- 
cally asked: “This widow is probably automatically entitled to com- 
pensation,” or, if she made a compensation claim, determine why she 
is not getting the indemnity. 

I realize it is just 1 agency, but it is 2 different divisions within the 
l agency. 

Mr. Bourex. It is just one division. 

Mr. Carnes. But she has to sign two separate clainis / 

Mr. Bourex. That is correct. 

Mr. BaumGarpner. I might say, Mr. Carnes, that the same adjudi- 
cation personnel handles the case, and the claimants are sent out forms 
and advised of their rights by the same adjudicators at the present 
time. There are two separate forms involved, but the same adjudi- 
cation personnel will handle the claims when they are returned. 

Mr. Carnes. But she could file for the $92.90 and if she failed to 
file for the compensation, she would not get the compensation until 
such time as she filed for it? 

Mr. BaumGarpNer. That is right. 

Mr. Harpy. That seems to be a point where you folks could do a 
little improving in your own shop, even if you had to attach some- 
thing on to your form so the same widow could not fail to fill out the 
necessary papers, and that she could not fill out one without filling out 
the other. 

Mr. Carnes. Mr. Chairman, since we are in executive session, first, 
let me say this: That all the gentlemen here this morning with the 
Veterans’ Administration—all of them—have cooperated very, very 
well with me and they have provided the committee with a great deal 
of data which was compiled at some e xpense to the Veterans’ Admin- 
istration, and there is nothing which we have requested of them which 
they did not provide us with, and it has certainly been a warm spirit 
of cooperation, which all the gentlemen here this morning have ex- 
hibited to the committee. 

Mr. Harpy. 1 want to say, Mr. Chairman, that I appreciate the 

ittitude and cooperation of this entire group which has be en here this 
morning, and their presentations have been helpful to the committee. 

Mr. Bares. The chairman might as well get in on that, too, and 
throw a few bouqu ts. We cert: ainly ap ee iate dontian which vou 
and your staff have done, not only tod: ay, but through your coopera- 
tion with the counsel of the committee during the last couple of 
months. I think you have some idea as to what I meant when I said 
we were in the exploratory stage of this problem at this time. 

[f there are no further questions, the committee will be 
until 2 o’clock this afternoon. 


recess 
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AFTER RECESS 


The Committee reconvened pursuant to the taking of the recess 
Hon. William H. Bates (chairman) presiding. 
Mr. Bates. The meet ing W ill please come to order. 


STATEMENTS OF ALVIN M. DAVID, ASSISTANT DIRECTOR, BUREAU 
OF OASI; AND ROBERT J. MYERS, CHIEF ACTUARY, SOCIAL 


SECURITY ADMINISTRATION 


Mr. Bates. Mr. Myers, we want to continue just for a few moments 
on this $240 million figure which appears on page 1 of part 2 of the 
Kaplan report. 

Mr. Carnes. Mr. Myers, the committee in the beginning of its delib- 
erations was quite concerned about that $240 million figure used in 
the chart on page 1 and we have gone to some extent to find the justifi- 
cation for that figure, because the use of that $240 million figure is 
what enabled the $108 million saving to be shown. 

Do you have a copy of the Kaplan report available with you today / 

Mr. Myers. Yes. 

Mr. Carnes. That is what we are specifically talking about. The 
question that has been raised in the minds of the committee is this: 
There appears to be a rather basic inconsistency. This $240 million 
figure was prepared on a full tax basis, with a slight reduction because 
of the retirement increment. ‘The committee is concerned to know on 
what basis the persons who prepared this particular chart feel they 
had to use the method which was used in determining this $240 million 
figure. Mr. Glenn was here this morning and he testified that the 
Council of Actuaries discussed this matter and it was a concerted 
opinion on the part of the Council of Actuaries that the manner of 
calculating the Government’s obligation under the present $160 a 
month OASI wage credit should be determined in a manner so as to 
arrive at this $240 figure. 

Do you recall the deliberations of the Council of Actuaries on the 
Kaplan Committee report and that decision having been reached ? 

Mr. Myers. I recall several meetings where we discussed those fig- 
ures and the basis for them. Ido not remember the Council of Actu- 
aries actually giving their seal of approval to that particular figure 
arrived at in that particular method. 

In examining this problem of what the liability is, like many cost 
accounting prob lems, there are different ways of looking at it and 
sometimes they yield different results. 

Mr. CARNEs. Th: at is ver y true. However, on page 2 of Mr. K ip- 
lan’s report, in the very center of the page, there is the state} ent 
there: 

* * * There are no provisions for reluobursing the old-age and vivors’ 
insurance trust fund for the cost of these wage cred 
of three-quarters of a billion dollars. 


its, estimated at upward 


This three-quarters of a billion dollars is calculated on the liability 
incurred by the Federal Government since 1940, I presume, until the 
time this report was written—this estimate of the cost ? 

Mr. Myers. That $750 million figure is not quite what you said, 
although it is, almost. What that is intended to represent is the addi- 
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tional benefits that would be paid by the OASI System oh accoult o! 
the military service wage credits, those additional benefits being not 
only what was paid in the past, but also what would be paid in the 
future. That was based on the 1952 law. 

Mr. Carnes. The committee understands that. That is simply 
based on a reimbursable basis; is that correct ? 

Mr. Myers. No. There is no actual liability of the Government fon 
that, because the Social Sec urity Act does not provide for any reim 
bursement from the General Treasury. 

Mr. Carnes. The Committee is aware of that. The 1946 amend- 
ments did, but the 1950 amendments did not. But if the Committee 
or the Congress were to adopt the philosophy they were going to re- 
imburse the OASI trust fund for the additional cost as found in the 
actual experience, evel on a projected basis for the $160-a-month wage 
credit the amount of the due bill, so to speak, at this time—at the time 
this report was written—would be approximately $750 million ¢ 

Mr. Myers. Thiat is correct, on the excess cost basis. 

Mr. Bares. You ought toclarify that. You said a moment ago “past 
and future.” Is that what you meant, or did you mean just past ¢ 

Mr. Myers. It is the benefits that were paid and that will be paid 
on the basis of wage credits earned in the past. 

Mr. Carnes. In the memorandum which you prepared, which ac 
companied Mrs. Hobby’s letter in reply to the chairman on this spe- 
cific question, you said this $750 million figure was revised perhaps 
to $590 million because of the 5-year dropout and other Tame 
of the 1954 amendments. Is that correct ? 

Mr. Myers. Yes, sir; that is correct. 

Mr. Carnes. The point the Committee is quite concerned about is 
the use of this $240 million figure. In the 1946 amendments the lan- 
guage specifically provided that the OASI trust fund should be 
imbursed for the additional cost, which meant at that time it was the 
philosophy of Congress merely to reimburse the OASI trust fund 
for the additional cost and never the intent of Congress to pay the full 
tax contribution, less the different retirement benefits, weighted so as 
to arrive ot this $240 million figure. 

In 1950 there was a similar provision in the law that there should 
be an appropriation to reimburse the OASI trust fund, but the Senate 
Finance Committee, after the House had passed it, struck that pro- 
vision out. So at the present time there is really no obligation what- 
soever on the part of the Kederal Government at all to provide an 
appropriation for this $160-a-month wage credit, is there ? 

Mr. Myers. That is true. 

Mr. Carnes. However, in this annual period we are in at the present 
time, or which reflects the same period covered by this $240 million 
figure, if you were to calculate the additional cost to OAST, the addi- 
tional cost. indicated hy this $160-a-month wage credit to the OAST, 
this amount would have been somewhere between 35 and 42 million 
dollars, predicated on the same basis on which you arrived at this 
three-quarters of a billion dollars, or the $590 million at the time you 
submitted a revision. Is that correct ? 

Mr. Myers. I am not quite clear about that 35 to 42 million dollar 
figure. Is that merely based on dividing the total $590 million by the 
14 years? 
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Mr. Carnes. No. Can you estimate or has any estimate been made 


of the annual cost the year before? The memorandum does give a 
estimate of what the cost would be this year, does it not ? 


Mr. Myers. I do not believe so. The memorandum did give a figure 
of what the additional benefits that would be paid out in a near future 
calendar year might be. 

Mr. Carnes. What was that figure? 

Mr. Myers. That figure the memorandum stated to be about $3 
million. 

Mr. Carnes. The $30 million ign ire would be the additional cost 
Would you restate what the $30 million would actually cover? 

Mr. Myers. There really are two ways of exalll ing the prol le li 
on this excess-cost basis. First you can say for the wage credits in a 
particular calendar year, such as 1955, how much benefits those wage 
credits will produce in future years. Even 40, 50, or 60 years fron 
now they will edues additional benefits. That is a lump-sun 
method comparable to the fioure of $750 million we have talked about 


The other way of looking at the additional excess cost is to se 
in each future calendar year how much additional benefits are paid 
in that year for all wage credits of the preceding years. In the aggre 
gate, those two methods will show the same figures, but it is just spread 
ing them in different ways. In one way they are spread over thi 
years when the be nefits arise. ‘The other way is viewing the cost in the 


years the wage credits are given. In the 1946 amendments, reim 
bursement from the Federal Treasury was based on the first method ; 
that is the year the benefits were actually paid, the year the reimbut 
ment was made. 

Mr. Carnes. But it did provide for reimbursement ? 

Mr. Myers. It did provide for reimbursement of the excess benefits 
that were actually paid. If that method had been con tinued, the trust 
fund reimbursement from the General Treasury would be al 
million per year currently. 

This $30 million a year represents the excess benefits that are cur 
rently paid, based on military service wage credits from 1940 unt 
the present time. 

Mr. Carnes. But this revised figure of $590 million is a projected 
cost, is it not? 

Mr. Myers. That includes the $30 million for the near future years, 
decreasing down to virtually nothing after a while, and then increasing 
again as the veterans reach 65. In other words the $590 million is the 
sum of figures like that $30 million. 

Mr. Carnes. If the Congress should embark upon a new program of 
survivor benefits and say part of the program would be to put the 
military in social security on a ~ ibutory basis, before we did em 
bark on the new program would it not be the wise — to evaluate 
the cost of the old program, that r the cost having granted the $160 


Ut DSS 


a month wage credit gratuitously? Do you agree val that ? 

Mr. Myers. That is really a policy question. 

Mr. Carnes. Let us assume Congress said that is what they should 
like to do, then in order to arrive at the cost, although they may not 
appropriate the money, would it not be wise to go over the old program 
so as at least to know what the cost of the old program is? If I am 
correct the OASI trust fund, if it had received an appropriation of 


55873—55——_8 
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$590 million would have been reimbursed for the additional cost that 
had been accrued, other than accrued interest and administrative ex- 
enses, by virtue of the $160 a month gratuitous wage credits having 
en granted from 1940 up through the date of this report ? 

Mr. Myers. Yes. From one st rand point that $590 million, assum 
ing it is a correct figure, would put the OASI trust fund in a proper 
and equitable position. Other ways of doing that, of course, would 
be to pay the costs as they arise, like the $30 million. 

Mr. Carnes. It would provide the fund with reimbursement, would 
it not? It would not give them any residual cost under the group in- 
surance philosophy ¢ 

Mr. Myers. That is right. That would be one way of doing it 
equitably. A second way of doing it equitably would be by paying the 
benefits as they arise over the next 50 or 60 years. 

Mr. Carnes. Which you feel in the aggregate would amount to 
$590 million. 

Mr. Myers. Yes. That is the basis of the $590 million figure. 

Mr. Carnes. At the present time, how much do you feel would per- 
haps be required to keep the fund from being affected through the 
amounts that have already been paid; that is, what amount would be 
required to reimburse the trust fund up to date—$300 million, or 
what? 

Mr. Myers. The $590 million figure is intended to include the past 
portion which is around $162 million that has actually been paid out. 
_ Mr. Carnes. And if Congress were to embark on a new program of 
appropriating $162 million and they were to pay the obligations up 
to date, they would then have a current obligation of a lesser amount 
by virtue of the $160 a month wage credit ? 

Mr. Myers. Yes. There would be paid $162 million for the past 
plus certain amounts in the future that would aggregate that $590 
million figure. 

Mr. Carnes. But as of this time you feel the total obligation of 
the Federal Government is $590 million ? 

Mr. Myers. On this excess-cost basis. I might point out that if 
Congress actually embarked on this philosophy, these figures I am 
quoting are estimates - there would have to be sample studies made 
of actual experience; but this gives the relative magnitude. 

Mr. Davin. May I interpose a point there? 

Mr. Myers mentioned the idea that the cost basis we are discussing 
is one way of equitably restoring the situation and putting the trust 
fund back on an equitable basis without its having any drain on it. 
| think we might bring out here that, although I do not challenge that 
statement, the idea of saying this is an equitable way to do it should 
be considered along with the other thought that this is one among 
several ways it can be done. And when you say this is an equitable 
—_ you get close to the question of policy Mr. Myers mentioned, be- 

‘ause there may be a difference of opinion as to whether this is the 
most equitable way to doit. There may be even a question of whether 
this is an equitable way to do it. 

Mr. Harpy. According to your thinking, if the general fund of the 
Treasury paid this amount of money into the social-security fund, the 
fund would not be any worse off for having paid benefits that were 
given the military ? 

Mr. Davin. The fund would not have lost because of those credits. 
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Mr. Bares. Except it does not take into consideration the admin- 
istrative cost. 

Mr. Davin. No. 

Mr. Harpy. Administrative costs are not chargeable to the fund 
anyway, are they ¢ 

Mr. Davin. Yes: :; they are. 

Mr. Carnes. Mr. Myers, in the memorandum which accompanied 
Mrs. Hobby’s letter it states that no cost for administration or accrued 
interest has been determined. Is that correct ? 

Mr. Myers. We did actually show the figures in the past for the 
accrued interest to date and administrative expenses. Of course, 
those are relatively small compared to the figures of benefit pay- 
ments and, within the range of error of the estimates of benefit 
payments, the administrative expenses would be small. 

Mr. Bares. Interest over the next 40 years would be rather signifi- 
eant, would it not ¢ 

Mr. Myers. That is correct. If these figures were discounted with 
interest to allow for the future, they are changed considerably. 

Mr. Bares. So when you say $590 million contrasted with the $30 
million, the $590 million is the sum of these various figures without 
the interest over a period of time / 

Mr. Myers. That is right. 

Mr. Carnes. Of course, during the war years the annual burden 
was considerably more than the $30 million. It is $30 million at this 
particular time. 

Mr. Myers. There is a particularly heavy burden in the past few 
years and the next few years bee ‘ause of war deaths leay ing widows 
and children. 

Mr. Carnes. Just like later on, when they get to 65, we are going 
to have another figure? 

Mr. Myers. When they reach 65, there will be an upturn. About 
10 years from new and for the next 20 or 30 years, the cost would 
be negligible and when they reach 65 it would start to increase— 
not as much as you might think because, as you have heard from 
other witnesses, the gratuitous military wage credits will not always 
be used at age 65 because of the new start provisions and dropout 
provisions. 

Mr. Carnes. Getting back to this $590 million figure that shows 
the Government’s obligation due to the present $160 OASI coverage, 
and which is supposed to represent the annual cost to the Federal 
Government of providing survivor benefits, the committee wants to 

know why $30 million or $35 million, or some figure of that nature 
could not have been put in 1 there instead of the $240 million which 
will represent the amount that will be required on a reimbursable 
basis, in the same manner in which the $590 million is calculated. 
Then you would come up with an entirely different figure than the 
$240 million figure that was used. If vou had used a lesser figure, 
then this very chart would show the Kaplan Committee recom- 
mendations would be more expensive, rather than provide a saving. 
It would be $92 million more expensive, instead of $108 million less 
expel sive. 

So the committee wants a statement from you, some explanation, 
of the appropriateness of this $240 million figure, and is it consisteft 
with the three-quarter-of-a-billion-dollar figure appearing on the next 
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page of the memerandum which accompanied Mrs. Hobby’s letter to 
us. That is, are the two figures as calculated consistent ? 

Mr. Myers. First of all, as to the consistency of the two figures, they 
are not consistent because they are calculated on a different basis. he 
$240 million figure, in the first place, the most you can say, is the Gov 
ernment’s moral obligation, because there is no legal obligation, as I 
indicated previously. But skipping over that point, this $240 million 
figure is the measure of the Government’s obligation on the contribu- 
tion basis, and not on the excess cost basis, and is not at all comparable 
with the figure on the next page. 

As to what the figure should be on a current basis for the excess 
cost, first I might point out it would be considerably higher than the 
average for past years, because the past years’ value of those wage 
credits has been so diluted by the dropout provision and new-start 
provision. But in a future year those wage credits will be of real 
value to an individual, because he no longer has any dropout left 
Accordingly, he would use these wage credits in determining the 
average wage rather than having zeros if there were no wage credits 

I have made an estimate of the amount, comparable with the $750 
million figure, of the benefits that will be paid in respect to the mili- 
tary service wage credits in a given calendar year. Over the next 40 
or 50 years, they will aggregate about $125 million. Now as com 
pared with the $30 million figure I gave, I want to make clear this 
was on a different basis, because the $30 million is the actual benefits 
paid i a near calendar year for past military service wage credits. 
The $125 piition figure is the benefits paid out over future years for 
wage credits in a given prarh, whic h I — is a better measure of the 
cost; in measuring the cost of any sort of pension plan or social-secu 
rity plan, the benefits paid in a particular year of shen ition, particu- 
larly in the early years of operation, are not indicative of the long- 
range cost. 

Mr. Carnes. Even if that figure were accepted, your $125 million 
figure, that is about half of this $240 million figure. 

Now what the committee wants to clarify is this: Do you as an 
actuary and a member of the Council of Actuaries subscribe to this 
presentation which reflects a $108 million saving under the Kaplan 
Committee’s recommendations, and do you support the $240 million 
figure ? 

Mr. Myrrs. AsI recall, the Council of Actuaries never as a Council 
took action on each item in the report. Rather we gave our advice. 
To the best of my recollection, I had always questioned this approach 
of saying this was a legal Government obligation. I think it is a 
moral obligation on the basis that the Government should contribute 
the same as any other employer. 

Mr. Carnes. But under the background and philosophy of Con 
egress in the 1946 amendments, they simply subscribed to the additional 
cost. In the 1950 amendments, even that was stricken out. In the 
1950 record, on this same item, you estimated the cost to be some- 
where around $400 million to $500 million on a reimbursable basis. 

Then, in view of your testimony today, has it not been rather con 
sistently the thinking of most people that for the granting of this 
$160 a month gratuitous wage credit, the OAST trust fund is to be 
reimbursed for the additional cost. Has it been the predominant 
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thought in any circle that the OASI trust fund should have been r¢ 
imbursed in the manner in which this $240 million figure was 
alculated ? 
Mr. Myers. No. I think you are correct in regard to the so-called 
temporary military wage credits. I think, though, it was done in this 
ise to show the cost of the plan. 


Mr. Carnes. Then this chart gives an erroneous picture to anyone 
as to the operation cost under the Kaplan report; this table reflects 
in erroneous figure for a Congressman or anybody else who is trying 
to arrive at the facts, of a reduction in the annual cost of $108 million, 
ind that saving is predicated, for the most part, on the manne 
which this $160 a month wage credit was determined. 

Mr. Myers. Considering this table, I can see that it would be ex 
tremely misleading. I think it is very hard to show what the saving 


to the Government on this p! n would be. 

Mr. Harpy. Disregarding the table, the second paragraph 
report starts off with this sentence: 

The result of these recom ndations, while improving the nifo f S 
retirement and survivors’ benefits, ill save the 1 ed States G 


$108,123,000 per year 


Do you subscribe to that statement ? 


Mr. Myers. As an actuary. I do not believe I would. I do not think 
it can really be said what the saving will be, because it is so difficult 
CO Say just what the cost of the moral or legal o tivation oO the G el 
ment Is. 

Mr. Harpy. Then it contains a statement that t] ho are Dased 
on the tabulation down below, and the tabulation is based on a false 


premise. Will you agree to that? 

Mr. Myers. | agre that the table cc miputes things that cannot be 
computed. 

Mr. Carnes. There were perhaps 4 or 5 different ys you could 
have calculated this Government obligation, or potential obligatior 
under this $160 a month wage credit, were there not—perhaps more 
than that? 


Mr. Myers. There were a great many way could be done; yes. 

Mr. Carnes. Is there any way you could have calculated this par 
ticular cost. to arrive legitimately at a figure of cost of $240 m 6 
Is not that the most excessive way you could have figured it? 

Mr. Myers. I think for this particular group ved. which 
relatively low cost group—— 


Mr. Carnes. That is what I mean. 

Mr. Myers. That is probably the top figure that could be am ved 
at under any conceivable concept. 

Mr. Davin. On that point, although I should not be trying to de 
fend and am not trying to defend the Kaplan report, perhaps it would 
be helpful for me to bring out this one point, that in this table and in 
the statement where they show the results that by improving the uni- 
formed service retirement and survivors’ benefits will save this amount 


of money, they are talking about results of recommendations that 
go on out into the distant future. They are not talking in there about 


the cost of benefits that have been provided in the past: they are 
assuming their recommendations go into effect and instead of those 


$160 a month wage credits they have had as‘a stopgap provision, 
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Congress is going to put in some permanent extension of those $160 
a-month wage credits, and if you interpret them to mean that, that puts 
a different complexion on it. 

The re fore the kind of criticism that I see is being made here. ] ado 
not think entirely reflects the whole picture. 

Mr. Bares. I would like to say on behalf of the committee that we 
are not criticizing ; we are mere sly trying to find out the facts, and the 
$240 million figure in there, which is the highest figure anybody could 
devise—and without any legal basis, as far as we can determine—adds 
up to savings considerably in excess of what we thought they could 
indicate. That is all we are trying to say. 

Mr. Davin. I may have used the word “criticism” wrong. I meant 
to bring out that they are thinking here in terms of making perma- 
nent that $160 a month wage credit. In other words, it is something 
on the basis of other than a stopgap after-the-facts basis that was 
used in 1946. 

Mr. Harpy. But you know it is entirely improper to use something 
to show a saving when there is no basis for that comparison. 

Mr. Davip. I probably should not have made it myself. 

Mr. Hardy. ‘ mean there is no basis in fact for it. 

Mr. Davin. I assume that in the absence of some provision such as 
they were recommending, that in the natural course of events this 
$160 a month wage credit would be extended and extended and in 
effect be permanent. I could not speak for them, but that is my guess. 

Mr. Teacur. All right, but you would not spend that $108 million 
feeling sure it was going to be there. 

Mr. Bares. T ae axpayers are going to judge as to how you develop 
the figure. I thinl < Mr. Myers’ concept might be the fairest w: Ly; to 
it upon 1 year and to use any one year’s probable reimbursement 
in that particular year extended into the future is certainly a more 

ealistic method with the constant changes in social security, with 
fresh starts and 5 year dropout. 

Mr. Myers. I agree with you. I think the practical way for Con 
eress to decide that is the p yhilos sophy used in the 1946 act, which was 
to do just that—pay the cost of the benefits in each year. I adopted 
the procedure of showing the cost in lump sums such as $750 million 
for the purpose of ready comparability, instead of showing the year- 
to-year cost extended out into the future. I was trying to boil if 
down into one single figure, so as to show the magnitude of the 
problem. 

Mr. Bares. Like this $30 million figure, you are paying that out 
in the year in which it comes, which is the same way you are going 
to figure the overall social-security cost. Really, in the long run, you 
are going to raise the taxes in the amount of the funds you pay out 
That is what you are going t to do: either that, or go into a larger 
deficit. The appropriations you are going to get to provide for the 
cost—you do not have this money downtown in a hole somewhere and 
it adds wp. So it adds up pretty much to the same philosophy as the 
$30 million you pay out today. 

Mr. Myers. I do agree with you that it would not be a wise idea, 
for instance, to appropriate that $590 million, because changes in the 
law in the future might move one way or another and might make it 
more or less than that; just as the $750 million figure was actually 
reduced as a result of the 1954 amendments. 
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Mr. Carnes. But you do feel this $162 million figure 
have calculated could be a legitimate payment now 4 


Mr. Myers. That amount ot money has actually peen paid 
tary 


the trust fund. Were it not for the provision of these mil 
wage credits, the trust fund would be that much larger 


Mr. Tracur. How serious do you cons der it, Mr. Meyers, 
Do you people MaKe ny rec 


/ 


not appropriate that money ¢ 


dations to anyone, either the Bureau of the Budget or th 


riations Committee, that the money be paid into the fund? 


Mr. Myers. As I understand it, at this time Mrs. Hobby 


sidering this question of the past liabil ty, and the Ly partment 


+ 


not come toa definite position oO} th it matte! vel 
Mr. Davin. I think we also might say: I do not know 
case that the Department has not.come to a definite pos 


on. 






Vou 


out 
servi 


Cc 


understanding has been she felt before she made a commitment 


statement or took a position on the matter that she, as o1 
trustees of the old-age and survivors insurance trust fw 


to have consulted with the other two trustees. 


Mr. BATES. Something is Fong to have to be «ce e somet 
this, regardless of the method of comput: ition. 

Mr. Teague. Knowing very little about this, it seems t 
year that Rees: Hy further complies ates the thing. 

Mr. Bares. It 1 S just : nother unpaid bill: that all it 


Mr. Carnes. Are there any further questions on this? 
[r. KEAN. On this subiec t. or on these wiftnesse 

Mr. Carnes. On this particular subject. 

Mr. Bates. This $125 million fioure is the figure you 


on this accrual basis of that which comes due durit o the np) 
for future benefits ? Is that the hieul you come out wit! 


Mr. Myers. The $125 million is my estimate of what tl} 


service wage credits of a near future year would produce 


t 


ne 


payments spread out over the future. In other words, if the 


were asked, “Suppose these military service wage cridits 


tended for 1 year beyond next June 30. How much additio 


fits wot ile ] he paid out because of f those milit ry service 
} 


during that fiscal year?” My estimate would be $125 milli 


out over the future. 
Mr. Harpy. That is assuming the present level of p« 
tinues, with the present turnover about the same / 


Mr. Myers. That is based on a streneth of about 3 million, 
also based on the provisions of the Social Se urity Act stay 


same as they are now. 


Mr. Harpy. This would vary somewhat accordn g to tl 


turnover, also, for the liability ¢ 


Mr. Myers. The liability will depend on the iverage str 


ing the particular fiscal year. In ot] 


during the year will receive $160 a month of wage credits for 
“| t= 


12 months, it will be that aggregate amount of wage er 
will produce benefits in the future. 


Mr. Ilarpy. But if they do not stay in serv] e very long the 


not be beneficiaries until they get covered employment 
else. 


Mr. Myers. I think with our coverage being so nearly 


anybody who gets a few months of military wage credits 
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ticular fiseal year will be adding them to other wage credits that the) 

ill earn during the rest of their lives, and that small amount will 
prephiat a slightly larger benefit for them eventually. 

Mr. Harpy. The chances are that is correct, but most of them would 
begin to accumulate credits at a higher rate than this, and these young 
fellows who just began to get social security coverage would pretty 
soon drop out those first few years, if that is all they had. 

Mr. Myers. Yes, sir. That is taking into account that the very 
young military personnel will never use these wage credits. Those 
who are further along in years will use them. The estimate does 
account for that. 

Mr. Harpy. You did take that into account in arriving at the $125 
million ? 

Mr. Myers. Yes. . 

Mir. Kean, Do you take interest into consideration ? 

Mr. Myers, No. That figure of $125 million is just the aggregate 
benefits to be paid out over the future. If it were discounted at inter- 
est, it would be different. 

Mr. Ky \N. Most of these people are young. The payments will 
not be made for about 30 vears. If you fioure it out at 21%, pe reent, 
ibout half th: at amount of oe invested would just about yield the 


$125 million, at the rate of 214 percent, over a period of 30 years, 


with cumulative interest. 

Mr. Myers. It would reduce it very considerably. 

Mr. Kran. It is about half for 30 years at 21%4 percent. Six per 
cent doubles in 12 years. Two and one-half percent would take just 
about 30 years. 

Mr, Carnes. Mr. Myers, this is an executive session, as - know. 
The committee this afternoon is not trying to develop the whole line 
of testimony we will want from the Department of He alth, Education, 
and Welfare at a later date. The committee is trying to get the 
broad picture, 

We will go from one thing to another this afternoon, without much 
continuity, and as you appear subsequently we hope to develop more 
continuity in the testimony. 

We are through with this chart. I think we have adequately estab- 
lished the point we want to make. 

Let me ask you this question with respect to the $160 a month 
gratuitous wage credit sort of imposed upon you: Did you feel that 
that program ever jeopardized the whole security of your whole pro- 
gram or the basic philosophy of your whole program? That is, by 
this plan having been sort of superimposed upon you all, did you all 
feel it threatened the whole program? 

Mr. Davin. I do not think that that question ever came up for seri- 
ous consideration, because the $160 credit was put in as on at for 
an emergency period when it was first put in, and it had a closing 
date on it. As of the present time it is due to expire June 30, 1955. 

do not think we ever "ind occasion to consider what effect it might 
have if it were a permanent thing. 

Mr. Carnes. Is there any other program within the social security 
that is administered on a like basis: gratuitous credits without pay- 
ment anywhere else in the program ? 


Mr. Davi. No: not that T can think of. 











STUDY OF SURVIVORS BENEFITS 


Mr. Carnes. Mr. Myers, I should just like to explore a thoug 
has occurred to me for a minute. What if the Congress, kee} 
same philosophy they have under the $160 a month gratuito 
credit, merely reimbursed, bearing the additional cost under the socia 
security program—what if they decided to raise that to $350 a mont 
which would be the maximum, and reimbursed th » fund on tl! 
basis that they may currently reimburse it for the $160 1 mont 
credit? Would not the liability to the Federal Government 
siderably less under that basis than if they went into a full parti 
ing basis on a 2 percent contribution ¢ 

Mr. My ERS, You mean that if the Government co! tributed as 
lar employer? 

Mr. Carnes. That is, continue the existing law just as it 
only substitute $350 for $160 and provide a reimbursable feat 
for the additional cost incurred. 

Mr. Myers. Is your question whether from an actuarial] 
standpoint that would hurt the trust fund ? 

Mr. Carnes. That is right. Would it jeopardize your whol 
security system if such a thing like that on a quasi-permane! 
were established ? 

Mr. Myers. From a financial standpoint as to the solvency of 
fund, of course the premise is that all the additional benefits that 
paid would be reimbursed. Quite oe the trust fund w rould | be i 
ext actly the same position it would |] e been if this had not been done 

Mr. Carnes. But you would not aes anythin 
social-secur ity fund not predicated on the same tl 


from 


ras group 


‘ 
ne 
= _ 
l 
‘ 


ance? Some pay more than they should, while others get p 
more than they should? Would that not destroy the philosophy ¢ 


Mr. Myers. That was from the actuarial standpoint, finan 

From the policy standpoint, however, there is the fact that 
insurance plan—social insurance plan or private insur: 
there is a certain amount, either greater or lesser, of pooling 
Each person does not pay just for his own benefits. Son 
more and some people get less, depending on all sorts 
as mortality, retirement, and so forth. 

Mr. Kean. That is a pay-as-you-go basis you are 

Mr. Carnes. Yes, sir. 

Mr. Kean. On that one part you do pay as you 
people have advocated for the whole soci a) secur ity system. 

Mr. MYERs. Not only pay as you go, but pay as vou go for 
lar individual group. 

Mr. Kran. Yes. 

Mr. Myers. It would mean in essence that this group was sort 
skimming the cream off the top and not taking a mixture of the costs 
the way everybody else does. 

Mr. Harpy. Of course that is true, but you » thi 
tion, have you not: Social security, I have a feeling, was designed to 
take care of normal economic groups without their classifying 
military as another economic group, and that is what you would be 
doing if you attempted to spread this thing over the military. 

Mr. Myers. Of course social security originally started out ji 
covering commercial and industrial workers, and it has now spread to 
protect self-employed people and all types of employ ees as well It is 


’ 
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a matter of definition and policy as to what economic groups social 
security should or should not cover. 

Mr. Harpy. That is true, but every group you have there other than 
the military has some economic basis, | would presume. The military 
certainly could not be classified as an economic group, it seems to me. 

Mr. Carnes. Mr. Myers, every time the military is granted a pay in- 
crease them naturally the Government’s contribution to the social- 
security fund would accordingly go up; is that correct, provided 
man is not paying the maximum under a contributory system ? 

Mr. Myers. Under a contributory system, just as in the case of a 
priv: - employer, that would be correct. 

Mr. Carnes. It is estimated if the Kaplan plan were put into effect 
with th 1e present pay and the present quota of men in the Armed Forces 
it would cost the Federal Government approximately $215 million a 

ear for its 2-percent contribution. 

The question I have is: Would it jeopardize the fund if you gave 
to every man in the Armed Forces gratuitously the maximum of $350- 
a-month wage credit, and the military merely reimbursed the fund for 
the actual expenses incurred, just as they are doing now on the $160? 
It occurs to me that it may be that even if you oranted the $350 a 
month to every man in the military service, though you would be 
granting them a higher level of benefit than they are getting now, 
by the same token it may cost the Government less than $215 million, 
and if the pay increases that $215 million may go to $230 million, 
and if the pay increases again it may goup and up. That is the ques- 
tion I am raising. 

Mr. Harpy. If all the costs are reimbursed it could not jeopardize 
the fund. 

Mr. Carnes. But it may be less costly to the Federal Government. 
a that not an alternative to consider, other than the proposal which 

as made by Mr. Kaplan ? 

Mr. Davin. I am getting in the wrong field here, but I am not sure 
it would be less costly to the Federal Government if you were to do so, 
because the Federal Gcovernment—your question is in terms of the 
Federal Government just meeting the excess costs ? 

Mr. Carnes. Yes; just meeting the excess cost. One thing is this, 
Mr. David: A great many men who die in the Armed Forces leave 
only a mother or father as a survivor. 

Mr. Davin. Yes. 

Mr. Carnes. That mother will perhaps draw benefits by virtue of 

husband’s wage credits. Therefore she would not draw benefits 
by virtue of her husband’s wage credits as well as those of her son, 
would she ? 

Mr. Davin. No. 

Mr. Kran. She would get whichever one she would receive the 
most from. 

Mr. Carnes. That is right. 

Mr. Davin. I was going to go back to the original question. I was 
going to say that although I do not see how you could say that the 
trust fund would be jeopardized, would be jeopardized financially as 
a result of this, this aie raises a different kind of question about 
whether you would want to tack onto the old-age and survivors in- 
surance program—which is a contributory program and pays benefits 
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that are related to wages—a provision for the flat benefit and presum- 
ably a flat benefit that could not be financed on a contributory basis. 

Obviously this wage credit of $350 would not be one you could ask 
the EK-1 private to pay a contribution on. He is only getting, let us 
Say, a gross pay of $200. You would not want him to pay a contribu- 
tion on $350. IL assume it would not be contributory, and of course by 
definition it would not be wage related. 

It seems to me to raise a question of whether as a matter of policy 
you would want to put that onto the old-age and survivors insurance 
program, or whether you would want to consider setting up a separate 
program to pay for that kind of benefit. 

Mr. Harpy. Let us make this assumption, which I think you have 
touched on there: Let us assume a pol ey of governmental financing 
completely of whatever program of veterans’ benelits or self-indem 
nity or survivors’ benefits we see fit to Impose. One approa h to the 

olicy would be a determination that this fund should be paid for 
fully by the taxpayers, but it should not be used to help carry the cost 
of social insurance for industry. 

Mr. Davin. I see your point. : 

Mr. Harpy. That, I think, is the fundamental key to the thing. 
There are any number of ways it could be done. It could be done 
entirely through the Veterans’ Administration. 

If we are going to adopt a policy of having the Government sub 
sidize social security through a program of payments for the militar 
we are getting into a peculiar sort of situation, it seems to me 

Mr. Davin. [ could well understand how it would seem very peculiar 
to you when you looked at it that way. It has not occurred to me that 
you subsidize the social-security fund when you bring n anew group. 

Mr. Harpy. We are not dealing with an economic group here. We 
are dealing with a different group. I hope we do not have to have 
very many of them in times to come, but nevertheless it is the defense 
of this country, and certainly the cost of supporting that Defense 
Establishment should be borne by the ti mpage rs. But I doubt very 
much whether we ought to adopt a philos sophy of having the survivors’ 
benefits to take care of our Defense Estab lishme nt participate in the 
cost of supporting an economic social program. 

Mr. Davin. What I am trying to say here is that I do not see it as 
a means of carrying part of the cost for the social-security program 

Mr. Harpy. If the risks are less than the average it would, would 
it not ? 

Mr. Kran. That is the question. Are they preferred risks, young 
men in good health? 

Mr. Davin. It is true this group is a group of preferred risks. They 
are younger than the rest of the people now covered. They are no 
different from all of the people who are going to be covered from here 
on out. 

Mr. Kean. They are a little healthier, or they would not be in the 
Army. 

Mr. Davin. Well, the other group is going to include women. who 
are not going to have as many dependents. [ do not know that you 
would come out with that much difference. 

What I wanted to say is that when you extend the coverage of social 
security it is true that you reduce the long-run cost. As Mr. Kean 
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very well knows, when cove rage was extended this year that had thi 
result of reducing cost. 

That is not to say that the social-security system has made money 
or that it will make money if coverage is extended to the Armed 
Forces, because the social-security system has been thought of—and 
1 believe you and your committee, Mr. Kean, have thought of it—as 
a system that should be universal in application. So long as it is not 
universal its cost for those who are in it full time is higher than it 
would be if universal. 

So you redress a balance when you bring in a group, I would say, 
rather than that you have that group pay something to help carry 
the cost of the social-security system. I am not sure I have made that 
clear. 

Mr. Harpy. It could work either way. If you add a group it might 
more than carry itself, by a little bit, or it might not quite carry 
itself. 

Mr. Davip. Yes. That has been true of any group we have brought 
in. They have had different costs. So far the ivcoenn has not made 
any differentiation. 

Mr. Harpy. I certainly do not think that the contributors to th 
social-security fund ought to help pay the cost of financing the benefit 
payments to the military. 

Mr. Davin. No. 

Mr. Myers. I think I can give an example that might help a little 
here. Consider an individual who is in military service, say, for half 
of his lifetime and then in covered employment the other half, as con- 
trasted with somebody in covered employment the e ntire time. The 
first individual, who was in military service half of the time, would, 
of course, pay roughly half the social-security contributions that the 
other man would pay, and yet his benefit would probably be only 25 
percent less. 

So in essence now the regular contributors, the full-time contribu 
tors, will carry part of the load for people who are in the system only 
part time. Whether it is because they are not covered because they 
are In military service or because they are not covered because they 
are in one of the few excluded occupations makes little difference. 
Extending coverage really puts these two individuals in a more equit 
able relationship. The full-time permanent contributor is not carry- 
ing the part-time contributor. 

Mr. Bares. Mr. Carnes ? 

Mr. Carnes. I think you ee are scheduled to appear tomorrow 
morning at 11:15 again. We are hoping to have you back perhaps 
again, if it seems sataiaanind o further answer some ques tions of 
the committee. 

Mr. Myers, I know this is very short notice, but I would appreciate 
it if you would just give a little more thought as to whether or not it 
might be in the best interest to give some consideration or some further 
consideration to the granting of a gratuitous wage credit of $300 or 
$350, whatever the maximum may be, or some arbitrary figure, on the 
same basis of merely providing for a reimbursable clause for the addi- 
tional cost, and try to determine if that is feasible from your thinking 
and what the objections are from the overall social-security program ; 
and then as to whether or not it will be more or less costly than it 


once 
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would be for the Federal Government to provide its 2-percent con 
tribution. 

We must realize that that 2-percent contribution will some day go 
to a 3-percent contribution. Keeping that in mind, we will explore 
that point a little bit more at our next session. 

Mr. Myers. Could I ask one question about that? In this proposal] 
would there still be the same provision preventing people from draw- 
ing military retirement pay and using the social-security wage credits, 
too? 

Mr. Carnes. Suppose you bring us an alternate figure as to what it 
may be under one proposal and what it may be under the other. That 
is, if the provision which now exists is kept and if it were not kept. 

Mr. Myers. I think there are really two viewpoints; one actuarial 
and financial viewpoint and one other as to whether this is good policy 
and in conformance with the social-security-program objectives. I 
do not know whether I can answer the second part. 

Mr. Bates. The Department of Defense indicated this morning they 
wanted to have this superimposed upon the retirement system. 

Mr. Carnes. Yes. 

Mr. Myers. I was raising a question whether the continuation of 
the gratuitous proposal with a higher wage credit did or did not 
involve the elimination of the wage credits when there were military- 
retirement benefits. 

Mr. Carnes. Let us proceed. 

Mr. Kean. | would like to ask a question. 

In this Kaplan plan, on the chart on page 15 you will notice that 
the idea they have is to credit the military with all sorts of intangible 
benefits before they get the final figure. For instance, for the lower 
grades, the E-3 is getting $103 as a base pay; shelter is what they 
estimate the value of the shelter to be; subsistence is probably what 
the exact cost of the food is in the Army; and they estimate overseas 
pay, hazardous duty, and clothing; and they make a wild estimate for 
medical costs, which I suppose is just a guess; and then they figure 
in the reenlistment bonus and so forth. 

Do you know of any other person getting benefits from social se- 
curity who has to pay a tax and have the employer pay a tax on an 
awful lot of intangible benefits? I think there are some where the 
food is included. 

What cases are there? I know on the household employees those 
are not included. 

Mr. Myers. Yes, sir. In many cases, contributions are collected, 
and benefits paid, on noncash remuneration. 

Mr. Kran. How does that generally work out in the system in most 
cases ¢ 

Mr. Myers. As you said, for the domestic servants the Congress 
specifically provided that only cash wages would be considered. 

Mr. Kran. Yes. 

Mr. Myers. That was for ease of administration. because of the 
problems of the housewife and so forth. For the general industrial 
workers, the value of the payments received in kind, with certain 
minor exceptions, is counted toward social-security purposes. 

Mr. Kean. Does he pay a tax on that? 

Mr. Myers. He pays a tax on them. 
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Mr. Kean. What benefits would you include in that? Is that food 
and shelter ¢ 

Mr. Davin. Board and lodging and several other little things. 
Those are the main ones. 

Mr. Myrrs. They do ignore, I think, such fringe benefits as when, 
for instance, many large life-insurance compaisiies, as well as many 
industrial companies, give their employees lunch free 

Mr. Kean. Lunch free ? 

Mr. Myers. That is not taxed for social-security purposes because 
it is deemed to be entirely for the convenience of the employer. 

Also, when the employer furnishes medical care by having a nurse 
or perhaps even a doctor, that is not assessed. But when an individual 
is given as part of his salary a house to live in, an allowance for food, 
and so forth, those are considered taxable for social-secur ity purposes 
It is the very small fringe items that are usually omitted. 

Mr. Kran. Does the employee pay the tax on that additional 
benefit ¢ 

Mr. Davin. Yes, su 

Mr. Kran. Who determines what the value of the house is? 

Mr. Davin. It is the fair cash value as arrived at by the employer 
and the employee together. It is usually not something that there is 
any difficulty about. The employer generally figures what would be 
a fair cash value of it and there has rarely been any case of dispute on 
the part of the employee as to whether the value put upon it is correct. 

Mr. Kran. Is it based upon the same idea as the income tax, for 
instance? I mean, if the employer provides housing I suppose that 
that is subject to income tax. If he provides food is that subject to 
income tax ¢ 

Mr. Davip. I do not think it is subject to income tax—— 

Yes: with some exceptions it is. 

Mr. Kean. Where you have lunch it is not, but where you have 
three meals a day it would be; is that it, except for the household 
employee ? 

Mr. Carnes. He may be able to clarify that when he appears to- 
morrow morning, Mr. Kean, if he would like to give a little more 
thought to it. 

Mr. Davin. Yes. 

Mr. Kran. What I am working toward is the saving of money for 
the Government, of course. Knowing of the weight that is given under 
social security to the low-income people and the fact that they get 
higher benefits in proportion to the higher income people, the amount 
of difference that the man gets, if you figure it on the base pay only 

r if you included shelter, would be the amount of $196 that the E-2 
man would get just on the base pay, as against the Government’s 
proposition of $240. The $240 was a greater amount than the total 
base pay, shelter, subsistence, clothing, medical cost, and everything 
else, 

Mr. Davi. Mr. Kean, there are those items listed in this table on 
page 15, which are mostly cash allowances, except for—— 

Mr. Kran. The medical costs are not. 

Mr. Davin. Except for the medical costs and the clothing. 

Mr. Tracue. But only in a minority of cases. 

Mr. Kran. It is only for the officers. 
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Mr. Teacue. Only in a minority of cases do they get that. 

Mr. Bares. That statement was not quite accurate. 

Mr. Davip. The shelter and subsistence I was not considering. 
Those are like food and lodging in a regular covered commercial e1 
ployment, where they are treated as wages and the vy are taxed 

The overseas pay : and allowances and hazardous duty alee ance and 


reenlistment bonus, 0. course, are cash payments, so you have left 
really the medical costs and the clothing. I believe shenhinalail ing is 
furnished in commercial and industrial e mployment that is considered 


payment in kind, too. 

I do not think there is any significant difference between what is 
done here and what is done in regular commercial employment. If 
the employer were to provide all the medical costs of the employe: 
that would be considered as wages in present covered employment. 


Where he just provides a special service while the employee is on duty, 
such as having a nurse to take care of first aid or such things. L do not 
believe that is counted. But if the employer is to furnish a!! medical 
care that is counted as wages. 

Mr. Bares. Going through college I worked for my meals, and that 


was all ] received, just the food. | did not get any money, but I eo 
social security for that. I presume I am listed down here. 

How about the individuals who also got paid and also got the nv 
in addition? Is that social security wage dependent upon the 
combination ? 

Mr. Davin. It was based on the total, the cash plus the value. 


Mr. Kran. I can just see the average enlisted man who is getting 
$81 as base pay—that is the lowest group—who is told he is going to 


have $4 deducted for social security because he has total benefits of 
$206. You are going to have some trouble. You are going to have 


1 


almost a mutiny inthe Army. If he had to pay 2 percent on the $81 
he night take it, but with $4 deducted there is going 

Mr. Bates. Of course we did deduct more than tf] 
tional life insurance. 

Mr. Kran. That was on a voluntary basis. 

Mr. Bares. Yes, but they lined them right up. 

Mr. Teacue. “The following volunteers take one pace forward.” 

Mr. Kean. That was in time of war, too. 

Mr. Bates. Mr. Carnes. 

Mr. Carnes. Mr. Myers, we have two more points to a this 
afternoon. I think the committee was quite interested to learn that 
the 1946 amendments provided that all persons were conside eid to 
have died on a fully insured status. Is that correct? Do you havea 
copy of Public Law 719? . 

Mr. Myers. That is, people who after they left military service died 
within 3 years? 

Mr. Carnts. Yes. 

Mr. Myers. Yes. Not people who died in service. 

Mr. Carnes. No. If they left the service and died within 3 years 
they were to have fully insured status? 

Mr. Myers. That is correct. 

Mr. Carnes. All right, sir. What about the people who served 
from 1940 to 1950? Did they have to have six quarters of coverage 
before they were eligible for social-security benefits, or did they have 


to be a mutiny. 
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to attain a fully insured status before they were eligible for social- 
security benefits? That is, the mere fact that they were in the service 
did not give them a fully insured status at any time since 1940; did it? 
If a man has never had social security—if he went in the service in 
1942 and 3 months later he died—are the beneficiaries of that man 
entitled to social security or not ? 

Mr. Myers. For a man who went into military service and had no 
social security before and who died in 2 or 3 months at the time he 
died, of course there was no social security wage credit at all for him. 
Even with the granting of the military service wage credits retro- 
actively that would be true. 

Mr. Carnes. That is right. 

Mr. Myers. Those 3 months of military service wage credit would 
not make him fully insured ? 

Mr. Carnes. He would have had to have had six quarters. 

Mr. Myers. He would have had to have had six quarters; that 
correct. 

Mr. Bares. You kind of had a big void there, did you not ? 

Mr. Harpy. Well, what is the situation now? 

Mr. Bares. That is particularly true now. 

Mr. Carnes. That is the situation now. 

Mr. Myers. That is the situation under present law. 

Mr. Harpy. During that period between 1946 and 1950 what was 
your situation / 

Mr. Carnes. It was the same, was it not? 

Mr. Myers. Anybody who died in military service had to have at 
least six quarters’ coverage. 

Mr. Carnes. But if this man left the military service in 1946 and 
died within 3 years, even though he had never been under social 
security, by the 1946 amendments they deemed him to be fully insured ? 

Mr. Myers. That is correct. 

Mr. Carnes. So those people who died within 3 years after having 
left the service were deemed to be fully insured and their beneficiaries 
are possibly receiving benefits today? 

tr. MyeE rs. That 1s correct. 

Mr. Carnes. But the men who died at the front in World War IT, 
unless they had six quarters of coverage, their beneficiaries are not 
eligible for social security wage credits, provided they had not quali- 
fied prior to military service. 

Mr. Myers. That is correct. In 1950 when the deaths in military 
service were taken care of by these retroactive military service wage 
credits that problem was considered by the Ways and Means Commit- 
tee, as Mr. Kean probably will recall. It was debated both ways— 
I believe as to whether every death in service would be deemed fully 
insured, or whether they would have to be in for the six quarters. 

Mr. Carnes. And the decision was made they must be in for six 
quarters ? 

Mr. Myers. Yes. As I recall, this amendment was originally pro- 
posed primarily by the Gold Star Wives. I think they presented data 
that indicated that a great majority of the problem would be taken 

care of by the provision of the law that was actually enacted. In 
other words, there were not very many deaths that did not have the 
six quarters, although, of course, there were a number that did have 
less than six quarters. 
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Mr. Carnes. Your testimony then, Mr. Meyers, indicates that this 
matter was thoroughly discussed in the House Ways and Means Com- 
mittee, and it was their concerted opinion that a person must have 
six quarters of coverage before he was eligible for social-security bene- 
fits in the military, including the $160 a month wage credit; is that 
correct ? 

_ Myers. That is asI recall itnow. It is not on the record any- 
where. 

Mr. Kean. I believe the whole philosophy of giving the military 
credits always was based on the idea that we did not want to disturb 
the social-security record of the man who had been in before. That 
was the chief reason and the philosophy behind it. This was not in- 
tended to give a new man a special time of credit, but if he had social 
security before he should not lose it during the period he was involun- 
tarily forced to be a soldier. That was the philisophy, and that was 
the reason for the decision. 

Mr. Myers. That is correct. Even for the man who did not have 
previous social security, the best he could have done would have been 
to have social security coverage while he was in military service, so 
that he would not be penalized by being in the military service rather 
than in a war factory. 

Mr. Bares. On that point, as far as the Korean war is concerned, if 
a kid was in for less than up until 18 months he is not covered. 

Mr. Carnes. Provided he has had no prior coverage. 

Mr. Myers. Provided he has had no prior coverage. It could really 
be a period of 14 to 16 months of coverage to yield his 6 quarters of 
coverage because of the difference between quarters and months. 

Mr. Bares. These kids would go through boot camp and then spend 
about 9 months in Korea making a total of 13 months, and then they 
are ready to be rotated home and all that period none of them were 
covered if they had no prior coverage ? 

Mr. Myers. That is the way the situation developed. 

Mr. Bares. I would think that the vast majority of the fellows 
would be in that position. 

Did you indicate that it would be the converse of that; that most 
of the cases would be covered? Is that what you said with reference 
to World War II? 

Mr. Myers. In regard to World War II most of those deaths were 
covered as the result of the operation of the military-service wage- 
credit provisions. Perhaps in World War II there was a somewhat 
longer period before the heaviest hostilities began. Also many of the 
men who died and left children had had coverage before. 

Mr. Bares. We have to address ourselves these years to something 
a lot speedier than the situation that developed in 1941 because the 
next one we get into we are going to get into it fast. You are going 
to have a situation more akin to the Korean war than to World War IL. 

Mr. Carnes. That raises my next question. The Kaplan proposal 
recommends that a person be deemed to have a fully insured status 
right from the very beginning. That is one of their proposals. 

{r. Myers. Yes. 

Mr. Carnes. The question I want to ask in that regard is this: Un- 

til that person obtains a fully insured status, on what basis do you 
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feel the OASIT trust fund should be reimbursed for deaths that may 
oceur during that interim period? Do you understand my question ‘ 

Mr. Myers. Yes. In that respect, again there are several ways of 
cost accounting. One method would be to use this excess cost method 
that we have been talking about previously; in other words, regard 
less of the contributions paid, the Government would be responsible 
for the additional benefits payable over what would otherwise have 
been payable. Since the man was not insured otherwise on the basis 
of his contributory service, reimbursement would be in effect for all 
of the benefits. 

Mr. Carnes. The committee is very definitely considering the Kap- 
lan proposals, and tomorrow when you testify we would appreciate 
a litle more specific answer. You have answered very well this after- 
noon, but we would like you to deliberate on that and give the com- 
mittee your thinking as to what would be a way in which the Gov- 
ernment’s liability would accrue by virtue of those six quarters prior 
to a person obtaining fully insured status. 

Mr. Davi. I thought that I would expand upon the point that 
Mr. Kean made about the purpose of these wage credits as they were 
set up in the 1950 legislation, which was the first legislation that pro- 
vided the $160 wage credit. 

As I recall, there was no intent to be sure that the man who died 
in the service got benefits. The intent was to protect his wage record 
and keep him the same as though he had been in covered employ- 
ment. There was the particular point made, as I recall in the de- 
liberations that if he died while in the service, whether before or 
after he had six quarters, he would have protection under the veterans’ 
laws. 

That was one of the reasons, as I recall, that there was not any 
strong concern about the question of giving him a special status 
if he were to die before he had the six quarters. 

Mr. Carnes. I have one further question. 

In your adjudication of claims, if a man died and was fully in- 
sured and he left a widow with two minor children, in adjudic ating, 
what evidence or proof do you require of that survivor to furnish 
the Social Security Bureau, the Administration, before that claim is 
aid? Do you require a marriage certificate? Do you require a 
birth certificate on the two children? What further information 
would you require of the survivor before actually granting the claim ? 

Mr. Davip. This is a claim where we are using the $160? 

Mr. Carnes. Yes, but any claim. 

Mr. Davin. Well, we would have to determine that the widow was a 
widow. 

Mr. Carnes. What would you require? A marriage certificate? 

Mr. Davip. We prefer to have a marriage certificate, but other kinds 
of proof that have value as proof can be accepted. 

Mr. Carnes. What about the children? 

Mr. Davin. In the case of the children, the preferred kind of proof 
is the birth certificate. Again, other kinds of proof can be used to 
give reasonable assurance, that these are the children. 

Mr. Carnes. What else is provided? Do you require a death cer- 


tificate? W hat verification do you have when a man dies that she is a 
widow ? 
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Mr. Davin. In almost. every case we get a form from the funeral 
director. He fills out a form and sends it in to us. 

Mr. Carnes. Does he send it in to you, or does the widow get it and 
send it in to you? 

Mr. Davin. He sends it in to us. 

Mr. Kean. He does it. The funeral director bases his fee on the 
lump-sum payment. He gets it all. 

Mr. Carnes. The point we are trying to make is this: If the Kaplan 
Commission’s recommendations were ‘implemented into law the two 
principal benefits would be paid by the Veterans’ Administration and 
the Social Security Administration. 

The thought has been raised, through correspondence and other- 
wise—why should there not be only one central agency with which 
the widow would have to negotiate with one central who could adjudi- 
cate the claim for both the Social Security Administration and the 
Veterans’ Administration. The papers th: at you require are almost 
identical with the papers that the Veterans’ Administration requires, 
and we have isolated cases, specific cases that we will have here to- 
morrow, where widows and minor children are currently drawing 
either social security and not getting the VA compe nsation, or get- 
ting the VA compensation and not getting the social security, even 
though we have checked with your Bureau and found that they are 
eligible for both. It is a question that they have not filed, so a part 
of this committee’s job, I think as it was set forth, is to try to simplify 
the process as well as to save money. The question again is, Would 
it be possible that there could be one central administration whereby a 
widow could negotiate with only one agency and that one agency make 
adequate certification to those of you in the Veterans’ Administration ? 

Mr. Davin. I would think that it might well be advantageous from 
the point of view of the widow to have to deal with only one agency. 
I should not say “might well be.” It seems quite clear that it would 
be easier from their point of view to have only one office to deal with. 

I have a question as to whether the total administration would be 
any cheaper that way because one or the other agencies presumably 
would have to be doing this, unless you set up a third agency. Which- 
ever agency did it, they would have to make various other determina- 
tions like insurance status under OASI, or eligibility of other kinds 
under the veterans’ law. They would either have to do it themselves 
or get the determination made by the agency that is primarily re 
sponsible. By the time they did that the ‘only difference would be in 
the matter of adjudicating these proofs of existence of the children 
and the proof of whether the woman is a widow, and the cost of that 
kind of adjudication would not be enough to balance the extra cost 
of having one agency go over to the other one and get information 
from them and try to handle the claim on the basis of— 

Mr. Carnes. I do not think the point is so much the cost to the 
Federal Government as service to the widow. The Congress in a great 
many cases is criticized because of the benefits they have provided and 
in many cases it is the fault of the recipient who fails to get what. 
he is entitled to. 

Mr. Davip. Whenever you have to get interagency clearances, when- 
ever one agency has to go to another to get information, or a deter- 
mination made, that adds considerably to the time that it takes to 
adjudicate the claim. That has been our experience in the relation- 
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ships we have had with the Veterans’ Administration and others. This 
is not said in any criticism. 

Whenever any agency has to go to another agency and send in a 
form and get the other agency to fill it out and get a determination 
and send it back, that adds quite markedly to the time it takes to 
adjudicate the claim. I would not be surprised if this widow, although 
she would go to only 1 office instead of 2, might end up getting her 
benefit paid later than if she went to the 2 offices. 

Mr. Harpy. You are not recommending a merger of the two 
agencies? 

Mr, Davin. No, sir. 

Mr. Kean. It could be done. Your agency could handle the matter 
and send the information over to the Veterans’ Administration. 

Mr. Davi. I think that it could be done, but I question whether it 
would save time, especially because there are all the little differences 
in the various provisions. 

Mr. Carnes. Now you are speaking of saving time. We were 
speaking of the service to the survivor. 

Mr. Daviv. Time is one of the critical elements in the service to the 
survivor. If it takes her longer to get her benefits, it is the same as if 
she is not getting good service. 

Mr. Carnes. By the same token, a 6-months’ death gratuity is pro- 
vided to take care of that specific lag. 

How long is the time lag between the average normal receipt of an 
application and the beginning of the first disbursement? 

Mr. Davin. I think that the average is now 25 days. 

Mr. Harpy. Is most of the processing done in the field ? 

Mr. Davi. The adjudication of OASI claims is made in the local 
offices of which we have a little over 515. They adjudicate the claims 
in those local offices. 

Mr. Bares. You could set up a program that one agency could 
handle. We could establish a program here and lump this all into 
one agency and they could run the whole show and you would not 
have to have this interexchange. 

I would like to go back to the six quarters. I understand that 
the original purpose of that was to promote a continuity of OASI 
credits. Is that right? 

Mr. Davin. Yes. 

Mr. Bares. I cannot see for the life of me why a fellow who was 
in 18 months should get something when a fellow who is 15 or 16 
months does not get the particular benefit. It doesn’t make rhyme 
nor reason to me. I think within the service we ought to establish 
certain benefits that these people should get. 

Mr. Davip. I think what the committees have had in mind is they 
wanted to equalize the situation as between the man who went into 
the Armed Forces and he had enough previous covered employment so 
he remained insured during the whole period that he was in the Armed 
Forces and those who did not have enough. Suppose that he dies, 
His survivors would get social-security benefits. Then this other 
fellow who came in and did not have enough previous credit, but 
would have gotten enough to be insured 
Mr. Bates. That is not what I understood. 
Mr, Kan. I do not think that is quite right. 
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Mr. Davip. I thought that there had been some consideration of 
the fact that the one veteran who died in service and who had a 
certain amount of cover before, his survivors would get social-security 
plus veterans’ benefits whereas the other man who had less covered 
employment before he went in, but would have had enough if he 
had been able to combine his covered employment he had with his 
military, when he died, his survivors would only get benefits 

Mr. Kean. That is true of the fellow with some social-security 
benefits, but I thought you were talking about the fellow who would 
get social-security credits from the Armed Forces. We were not 
interested in him. We figure he would be taken care of by the 
Veterans’ Administration. 

Mr. Davin. That is correct. 

I thought the committee had in mind there was a disparity as be- 
tween the total benefits that were received by the survivors of the 
man who died in service where he had credit before and 

Mr. Kean. Some credit before. 

Mr. Davip. Yes; and on the other hand, where he did not have 
credit before, one survivor would receive a lot more than the other. 

Mr. Bares. They do under certain circumstances. If a fellow does 
not have six quarters, that is the situation. It seems to me that you 
are mixing some of the apples with oranges. You are dovetailing one 
program into an unrelated program, and, as a consequence, you come 
up with these inequalities. 

Mr. Harpy. Suppose that a man was drafted. We will consider 
the Korean situation. He already had his 6 quarters of social secu- 
rity; 6 months after he went on active duty he was killed in action. 
Survivor benefits in that case will be paid out of the social-security 
fund ? 

Mr. Davin. Yes. 

Mr. Harpy. No charge of that would be made against the military 
because there were no excess charges because of his military credit. 
I do not see how it works. 

Mr. Davin. If his military service had not been credited he would 
have had a gap in his wage records for the 6 months, or whatever it 
was he was in the military service, and that would have reduced his 
benefits. So the fact that he got the wage credit means he got a 
higher benefit than he would have gotten in the absence of that wage 
credit. 

Mr. Harpy. In a situation like that how would you compute to de- 
termine what the Federal Treasury owed the social-security fund? 

Mr. Myers. In a case like that, under the excess cost computation 
method, if that was followed we would compute the benefit the man 
would have gotten on the basis of his regular covered earnings, and 
we then compute the benefit that he is actually getting taking into 
account those military service wage credits, and subtract the one 
amount from the other one to get the excess benefit that is due to 
those wage credits. 

Mr. Harpy. The chances are that his benefits would not have in- 
creased because of the military-wage credits. 

Mr. Myers. For some people they are increased and for others they 
are not. In the case of a person who died in World War IT, the bene- 
fits would in almost every case be increased by the additional wage 
credits. 
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Mr. Harpy. I brought that up for a reason. It seems that the tax- 
payer absorbs all of the cost. Under the way it is set up that is now 
true. I do not think the trust fund should have the responsibility for 
that sort of case. 

Mr. Bares. He had six quarters. 

Mr. Harpy. I understand. That is one of the inequities in the exist- 
ing order of things. 

Mr. Bares. I would think if he did not have the 6 months in he 
would have a different situation. Then he would get nothing. 

Mr. Myers. There are really 3 kinds of cases, the case where the 
man dies in service and does not have 6 quarters of coverage count- 
ing military service. He has been paid nothing, and there would be no 
reimbursement. 

The second case is where the man did not have 6 quarters of regular 
coverage but the military service resulted in his having 6 quarters. In 
that case the excess-cost method would apply to all of his benefits. 

Mr. Bares. Even if he had some credit prior to coming in? 

Mr. Myers. If he had some,.but not enough to be insured. The 
excess method says—let us figure out the benefit without the military 
service wage credits, and assume that nothing is payable. If what 
coverage he has had before, whether it is some or none, plus the mili- 
tary wage service credits makes him insured, then he does receive a 
benefit and the entire benefit would be charged under the excess-cost 
method. 

On the other hand, if he has been covered before, enough to have 
his six quarters and be insured, he would have gotten the benefit even 
without the military service wage credit, but they perhaps increased 
the benefit a little more and the increase would be charged under the 
excess-cost method. 

Mr. Harpy. From the st: undpoint of the equities involved, this fel- 
low’s death is due to the extra hazards of war which would not hap- 
pen under normal employ ment, and yet the charges were made against 
the fund which is entirely consistent with the way the law was drawn, 
that it leads me to the conclusion that probably the thing we ought to 
(lo is to completely divorce these two programs. 

Mr. Harpy. What you are proposing, in essence, is that you will 
adjust the rates to conform to the risk which is involved ? 

Mr. Kean. There is a little bit to that; yes, sir. It is something 
that is different, but is just something that came in my head—just 
something to throw in as a thought on the basis of this change. 

The amount of 2 percent for the employer and 2 percent for the 
employee is an awful burden on the Government, and there is some- 
thing to that. 

Mr. Daviw. I wonder, Mr. Kean, whether it is the case that the 
self-employed are a preferred risk 

Mr. Kean. Well, yes; and the reason we put in that original self- 
employed figure at 3 percent instead of 4 percent was on account of 
the fact that we felt that the self-employed, to a large extent, never 
retired, or that a large proportion of them retired late and, therefore, 
that they would not be getting money at 65, because it is at the age of 
70, 71, or 72 before they start getting regular benefits. 

Of course, we had the thought in mind ‘that they did not like to pay 
so much, but Mr. Myers at that time told us that he believed that they 
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would come pretty close to carrying themselves on the basis of the fact 
that they did not retire at that younger age. 

Therefore, that was the reason that we finally decided on the 1.5 
percent rather than the 2 percent. 

Mr. Davi. He thought that there was some balancing consideration 
on the cost side and you also, as I recall, considered the fact that the 
self-employed were a cross between an employer and an employee and 
that they were, in effect, both. 

Mr. Kean. Yes, but the original thought as to whether they should 
have paid the 4 percent because they were both employer and employee 
was that it seemed rather high, and while we were talking about that, 
the thought was expressed—and I thought it was by Mr. Myers, or 
maybe it was Mr. Cohn—that they did not retire at an early age and, 
therefore, there would be considerable savings on the self-employed 
and, therefore, we could make the amount less. 

Mr. Davin. That is correct; that was one of the considerations in- 
volved with the self-employed coverage. 

Mr. Carnes. The chairman just made a very interesting observa- 
tion: He said that the military may be ‘preferred risks except in time 
of war. 

Mr. Kean. That is right. 

Mr. Davi. I think in all the discussion of costs that everything 
given here by me has been on the assumption that there would be no 
war, as I think the assumption for all of our cost estimates are based 
on that, because if there were a terrific war with civilian casualties, it 
just has not been taken into account what effect that might have. 

You cannot do it. 

Mr. Bares. Are there any further questions by the members of the 
committee, or any further observations by any of the witnesses? 

Mr. Carnes. You gentlemen will be back again tomorrow morning; 
will you not? 

Mr. Davin. Yes, sir. 

Mr. Bares. That will be fine, Mr. Myers and Mr. David. We ap- 
preciate your coming here, and we appreciate all the assistance which 
you have given to the committee, and we shall see you again tomorrow 
morning. 

Thank you very much. 

The committee will now stand adjourned until tomorrow morning 
at 10 o’clock. 

(Whereupon, at 4:50 p. m., the committee adjourned to meet again 
at 10 o’clock, Wednesday, November 17, 1954.) 
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WEDNESDAY, NOVEMBER 17, 1954 


House or REPRESENTATIVES, 
SELECT COMMITTEE ON Survivors BENEFITS, 
Washington, D.C. 

The committee met at 10 a. m. in room 445, House Office Building, 
the Honorable William H. Bates (chairman) presiding. 

Mr. Bares. The committee will please come to order. 

The purpose of this select committee as stated in the authorizing 
House Resolution 549, is: 

(1) To conduct a full and complete investigation and study of the benefits 
provided under Federal law for the surviving dependents of deceased members, 
and former members, of the Armed Forces, and (2) on the basis of such inves- 
tigation, and study, to make such recommendations as it may deem advisable 
and to prepare such legislation as it may consider appropriate to carry out 
such recommendations. 

It will be our purpose to evaluate the existing survivorship pro- 
gram provided by the Federal Government for Armed Forces person- 
nel and former Armed Forces personnel and to determine to the best 
of our ability, with full knowledge of those facts available, whether 
the existing survivorship program is adequate or inadequate, equi- 
table or inequitable in its application; and to determine what changes, 
if any, can be made to provide a uniform system of survivor benefits 
which will best provide for the needs of surviving dependents. 

We of the committee feel that it is incumbent upon us to review 
the findings of the executive committee’s study on survivor benefits 
conducted by the Kaplan Committee. This committee, however, does 
not feel bound by the recommendations of the Kaplan Committee, 
and I wish to state at the outset that the committee has not and will not 
pass upon the merits of the Kaplan recommendations until these 
hearings have been completed and the testimony analyzed. 

It is perhaps obvious to all that a real desire is developing within 
the Congress, as well as within the executive department, to formu- 
late a system of providing survivor benefits for Armed Forces per- 
sonnel and former Armed Forces personnel which will be adequate 
to provide for the basic needs of all survivors, and that all survivors 
as recipients of benefit payments be treated equitably. 

Of necessity, consideration must be given to the cost of providing 
survivor benefits. There are individual cases where survivors are 
drawing more than the active-duty total base pay and allowances of 
the deceased. This committee does not subscribe to such philosophy. 
By the same token, there are other survivors receiving what appears 
to be less than a subsistence level. Neither does the committee sub- 
scribe to this philosophy. 
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While the committee desires certain information of all who shall 
testify, the committee further desires that all witnesses appearing 
before the committee volunteer any suggestions or comments which 
they feel may be of assistance to the committee in analyzing the sub- 
ject of survivor benefits. 

Individuals or organizations appearing before the committee who 
have prepared statements which cannot be delivered within 20 min- 
utes are requested to file such statements with the committee and pre- 
sent in summary form the contents of the statements. It is my 
intention, insofar as possible, to begin all morning sessions promptly 
at 10 a. m. and to conclude morning sessions by 12:30 p.m. Afternoon 
sessions will begin at 2 p. m. and will be concluded by 4: 30 p. m. 

We have with us as the first witness this morning representatives of 
the Veterans’ Administration. Mr. Birdsall, have you already given 
your full name and the names of your associates to the reporter / 


STATEMENT OF GUY H. BIRDSALL, ASSISTANT ADMINISTRATOR 
FOR LEGISLATION, VETERANS’ ADMINISTRATION, ACCOMPANIED 
BY R. P. BLAND, OFFICE OF LEGISLATION; D. C. KNAPP, OFFICE 
OF LEGISLATION; DR. W. B. DYESS, DIRECTOR, REPORTS AND 
STATISTICS SERVICE, DEPARTMENT OF VETERANS’ BENEFITS; 
F, M. GERARDI, INSURANCE COUNSEL, DEPARTMENT OF INSUR- 
ANCE; 0. L. CLAY, OFFICE OF INSURANCE COUNSEL, DEPARTMENT 
OF INSURANCE; L. E. BOLIEK AND W. BAUMGARDNER, DEPART- 
MENT OF VETERANS’ BENEFITS 


Mr. Brrosati. Yes, Mr. Chairman. 

Mr. Bares. Did you have a statement, Mr. Birdsall, which you 
would like to read ¢ 

Mr. Brrosauti. The Veterans’ Administration, as you know, fur- 
nished a report to the committee under date of October 22, 1954, con- 
sisting of a letter of transmittal, together with a statement on the 
Kaplan plan; that is, a comment on the Kaplan plan. Secondly, there 
was a comment on the draft bill which was forwarded to us with a 
request for a report. 

Mr. Bares. Without objection, that will be incorporated in the 
record at this point. 

(The information is as follows :) 


OcTOBER 22, 1954. 
Hon. Wri11AM H. BATEs, 
Chairman, Select Committee on Survivor Benefits, 
House of Representatives, Washington, D. C. 

Drar Mr. BATES: This is in response to your request of October 7, 1954, for the 
comments of the Veterans’ Administration on the proposals of the Kaplan Com- 
mittee in its report on the Uniformed Services Retirement System and with 
respect to a draft bill submitted with your request which is generally designed to 
carry out the Kaplan Committee recommendations. You also requested such 
other comments or views as the Veterans’ Administration might consider of 
interest to your Committee in its consideration of the general subject of benefits 
for the survivors of members and former members of the Armed Forces. 

The enclosed statements are presented in compliance with your request. The 
first statement deals with what are regarded by the Veterans’ Administration as 
basic considerations applicable to the Kaplan Committee recommendations. 
The second statement deals specifically with some of the more significant aspects 
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of the draft bill, but does not repeat the aforementioned basic considerations 
which are equally applicable in any analysis of the bill. 

It is our desire to be as helpful as possible to your Committee, and you may 
be assured that any additional requests from the Committee or its staff director, 
Mr. Carnes, will receive prompt attention in keeping with the pleasant and coop- 
erative relationship which has already developed. 

Advice has been received from the Bureau of the Budget that there would be no 
objection to the submission of this report to the Committee. 

Sincerely yours, 
H. V. Htetey, Administrator. 
STATEMENT OF THE VETERANS’ ADMINISTRATION WITH RESPECT TO RECOMMENDA- 
TIONS OF THE KAPLAN COMMITTEE ON BENEFITS FOR SURVIVORS OF DECEASED 
SERVICEMEN 


The second report of the Kaplan Committee dealing with the uniformed services 
retirement system (S. Doc. No. 89, pt. 2, 83d Cong.), proposes basic changes in the 
overall structure of benefits for the survivors of persons who die in the active 
military service. The primary concern of the Veterans’ Administration is with 
these recommendations. 

Briefly, the plan would consist of (1) social-security benefits provided by a 
participating system with payment of the “employee” tax by the serviceman and 
of the “employer” tax by the military department; (2) a revised 6 months’ death 
gratuity; and (3) service compensation awarded by the Veterans’ Administra- 
tion and computed in accordance with a formula of 80 percent of the first $100 of 
gross active duty pay, plus 20 percent of such pay exceeding $100. The present 
servicemen’s indemnity, existing death compensation payments, and Federal 
employees’ compensation in Reserve cases would be discontinued insofar as those 
benefits apply to persons dying in the active service. 

However, the proposal would be limited to those dying in the active service 
subsequent to its enactment, and apparently it would not divest the rights of per- 
sons entitled to benefits under existing laws based upon prior deaths in service 
Neither would it affect the application of the present death compensation laws 
to deaths occurring after separation from service as the result of service 
connected disability. 

The Veterans’ Administration strongly agrees with the Kaplan Committee in 
its recognition of the problem of inequality between Regulars and reservists by 
virtue of the fact that larger benefits are payable under the Federal Employees’ 
Compensation Act by the Department of Labor in many Reserve death cases 
occurring in a time of technical peace. This problem largely arose from the 
sharp increase in rates generally available under the Employees’ Compensation 
Act pursuant to the amendments of 1949, which incidentally provided substantial 
increases in Reserve death cases. There appears to be no justification for this 
discriminatory situation, and the practical solution would seem to be that offered 
by the Kaplan Committee—the removal of reservists from death coverage under 
the employees’ compensation program. 

Another problem dealt with by the Kaplan Committee is that created by the ex- 
isting provision for gratuitous social security wage credits in favor of persons in 
the active service. This is a temporary program which will expire on June 30, 
1955. The Congress will doubtless be faced with many demands for extending 
it, in view of the continued large size of the Armed Forces, unless some alterna- 
tive measure is adopted. As pointed out by the Kaplan Committee, the cost of 
the gratuitous wage credit plan falls on the OASI trust fund, which is principally 
supported by private employers and employees. It is understood that the Govern- 
ment may be faced in the future with the problem of whether it will recognize 
an obligation to make reimbursement to the fund and to what extent. 

The proposal to substitute a contributory OASI plan, continuing on a permanent 
basis, is very appealing. It is realized that this might involve greater annual 
costs from the standpoint of the Government by reason of its payment of the 
employer’s tax currently into the fund. This fiscal aspect is a serious considera- 
tion, along with the interrelations between the proposed social-security benefits 
and other benefits. These considerations partly account for the changes in the 
nature and scope of other major death benefits as recommended by the committee. 

The revision downward of the 6 months’ death gratuity, which is proposed. by 
the Committee, would apparently not accomplish very substantial savings 
Clearly the elimination of Federal employees’ compensation coverage of Reserve 
deaths would result in a material saving, as well as an equalization. Termina- 
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tion of the free indemnity in future cases and the drastic proposed changes in 
death compensation benefits for future inservice death cases would raise serious 
problems of policy apart from the fiscal impact of these actions. 

It is apparently the view of the Kaplan Committee that substantial savings 
will be realized from the abolition of the indemnity protection and the restric- 
tion of death payments by the Veterans’ Administration to a more limited class 
of beneficiaries, notably by the exclusion of remarried widows and brothers and 
sisters who may be eligible for indemnity payments under the existing law but 
who would not be eligible under the plan of service compensation. As will be dis- 
cussed hereinafter, it is highly speculative whether the claimed savings can be 
realized over a long-range period. However, it is desired to raise a preliminary 
question of policy regarding the effect of the proposal in diluting benefits admin- 
istered by this agency. 

It is implicit in the Kaplan report that the proposed social-security plan should 
absorb certain features of the noncontributory benefits now provided through 
the Veterans’ Administration. For example, the proposed service compensation 
would not afford additional allowances in cases of a widow with several children 
as does the present death-compensation program. The theory seems to be that 
adequate provision would be made through social-security payments on account 
of children, when added to the fixed amount receivable as service compensation 
by the widow. Similarly, it is apparently assumed that social-security payments, 
when added to service compensation, should supersede the death indemnity. 
There is no provision in the report for additional allowances of service compensa- 
tion in favor of dependent parents in those instances where there is a widow or a 
widow with children. 

The Veterans’ Administration is pleased to cooperate in any reexamination 
of the general benefit structure for the survivors of persons who die as the result 
of military service. It seems entirely in order, however, to point out that the 
traditional legislative policy has given first place to a plan of noncontributory 
compensation for service-incurred disability or death resulting therefrom. This 
type of benefit has been administered by the Veterans’ Administration and its 
predecessor agencies. A prime ingredient of death compensation is monthly pay- 
ments on a cumulative basis to or for three classes of beneficiaries : widows, chil- 
dren, and dependent parents. Complementing this basic protection has been the 
longstanding program of Government insurance, which was inaugurated by the 
War Risk Insurance Act amendments of October 6, 1917 (Public Law 90, 65th 
Cong.). 

The insurance scheme was a recognition of the fact that many servicemen 
would obtain some insurance protection for their families in addition to what- 
ever other types of protection they might expect, if they had continued in private 
life. In times of war or serious emergency they might be deprived of making 
this provision unless it is extended by the Government. Thus, Government in- 
surance on a contractual plan, with the Government bearing the expense of 
deaths due to extra hazards of the service, was made available to servicemen un- 
til the enactment of Public Law 23, 82d Congress, providing the gratuitous $10,000 
indemnity for death in service or during a period of 120 days thereafter. The 
latter was designed by the Congress as a substitute for insurance which would 
avoid the administrative complications incident to the latter. Further, it was 
the congressional view, considering the extra hazard costs borne by the Govern- 
ment under the insurance plans, that the free indemnity would probably not be 
more costly. In keeping with the insurance concept, the indemnity coverage was 
given wider scope with respect to the permitted class of beneficiaries than death 
compensation, including the surviving spouse, child or children, parent, brother 
or sister of the insured serviceman. 

The foregoing background indicates the growth of a separate body of laws 
administered by an independent agency of the Government, embodying the 
policy that death compensation and insurance or indemnity constitute the 
foundation of the benefit system for survivors of servicemen or veterans dying 
from service-connected causes. Accordingly, the Veterans’ Administration must 
question the soundness of any proposal which would materially cut down these 
basic benefits on the assumption that they should be regarded as partially ab- 
sorbed by social-security payments. Such a move by the Congress would tend 
to negate the principle of special consideration for veterans and their dependents. 

Social-security protection for servicemen on a participating plan partakes 
of the same nature as that applicable to private employees and offers survivor- 
ship protection in the same sense as such protection is made available to the 
general population. Aside from the question of added expense, this would be a 
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desirable supplement to the basic structure of noncontributory veterans’ benefits 
On the other hand it is highly questionable whether this should be invoked 
as a justification for materially altering the primary benefits of compensation 
and indemnity, with all that they imply in terms of recognizing the special obliga- 
tion of the Government to compensate for losses due to military service. 

Apart from the broader factors which have been discussed in the preceding 
paragraphs, certain specific reasons assigned by the Kaplan Committee for the 
elimination of the free indemnity should be carefully examined. It is argued 
that the indemnity payments of $92.90 per month for the first 10 years following 
death of the serviceman, when added to other benefits, provide an uneven dis- 
tribution of payments. Particular notice is taken of the cases of widows under 
age 65 who receive relatively large amounts from this together with other 
benefit sources during the first 10 years but suffer a reduction thereafter, if the 
children have passed the age ceiling, to the amount normally payable as death 
compensation, which in the case of a deceased Regular member dying as the 
result of wartime service is presently $S7 per month. It must be conceded that 
this is a debatable matter, the apparent congressional view having been that 
the first 10 years represent a more necessitous period of readjustment for the 
widow and children than the later period when other sources of income may have 
become available. 

If a more uniform distribution of payments is indicated, this could be ac- 
complished by extending the period for indemnity payments and reducing the 
monthly amount without abandoning the indemnity concept altogether. Like- 
wise, it does not follow that the special irfdemnity protection should be with- 
drawn because the permitted class of beneficiaries includes widows after their 
remarriage and brothers or sisters. This latitude for designation of the bene- 
ficiary of the indemnity payments was doubtless intended to assure that the 
indemnity shall achieve the essential purposes of Government life insurance 
which it superseded. Again, however, if it should be determined that the bene- 
ficiary spread of the indemnity coverage is too broad, adjustments could be made 
by appropriate amendments without wiping out the indemnity in its entirety. 

It is difficult to escape the conviction that even if the special indemnity pro- 
tection should be removed fm order to accommodate the situation to an overall 
plan such as that proposed by the Kaplan Committee, it would not be long before 
there would be a concerted effort to reinstate this type of protection in addition 
to all other death benefits. This is a practical consideration which must neces- 
sarily be weighed. It tends to lessen the force of any assumption that the 
claimed savings flowing from the repeal of the Indemnity Act would endure for 
more than a temporary period. 

This leads to the further comment that establishment of the proposed system 
of service compensation, for application to future cases of in-service death, along- 
side of death compensation which would continue to apply to cases of post- 
service death and to the large number of in-service death cases already on the 
rolls, would produce inequalities of many kinds and probably would not be long 
maintained. It would be extremely hard to hold the legislative line against the 
pressures of those on the rolls to obtain equal treatment in all instances in which 
the new plan offers increased benefits. Conversely, wherever there might be 
more liberal benefits available under the existing death compensation laws, the 
beneficiaries of those dying in service after enactment of the new plan would 
press for a right of election which would give them compensation payments equal 
to the payments being made to the survivors of persons previously dying in the 
service or after service from service-connected conditions. The same demands 
for parity of treatment would also exist as between future in-service cases to 
which the proposed service compensation would apply on the one hand, and 
future postservice cases resulting from service-connected conditions in which the 
existing death compensation would continue for payment. 

The practical significance of the comments just made is evidenced by the 
fact that under the proposed service compensation plan of the Kaplan Committee 
widows without children would fare better than would such widows who are 
eligible for the existing death compensation, the range of service compensation 
rates being from $125 monthly in the case of an E—1 to $310 in the case of an 
O-8, as compared to the wartime death compensation rate of $87 per month and 
the peacetime rate of $69.60. By contrast, in many cases involving widows with 
children the proposed service compensation would be less than the present 
death-compensation rate. These situations exist wholly aside from the even 
greater disparities which would arise as between existing Reserve death cases, 
which would continue on the rolls under the Federal Employees’ Compensation 
Act, and future such cases taking lower rates in the form of service compensation. 
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The disparities would arise not only in relation to the amounts payable, but 
also with respect to beneficiaries. As noted, the death-compensation laws ad- 
ministered by the Veterans’ Administration make provision for increased pay- 
ments where there are children in addition to the widow and for additional pay- 
ments to dependent parents. The Kaplan proposal adheres to a fixed amount, 
variable only in accordance with pay grade, except for a reduction of 40 percent 
in a case involving only a minor child or one dependent parent. Other differ- 
ences in this area would probably exist, depending upon the degree to which the 
definitions of the several classes of dependents might differ from those appli- 
cable under existing death-compensation laws. As a detail it may be mentioned 
that the plan would embrace dependent husbands as eligible beneficiaries, in 
contrast to the fact that death compensation is not payable by the Veterans’ 
Administration under current laws to surviving dependent husbands. 

In this connection it is noteworthy that the proposed plan would not distin- 
guish between wartime and peacetime rates and would not require that the death 
be the result of disease or injury incurred or aggravated in line of duty and not 
the result of the serviceman’s own willful misconduct. These aspects would 
also represent departures from the death-compensation requirements. 

A crucial difference between the Kaplan proposal for service compensation 
covering future in-service deaths and the existing death compensation plan ad- 
ministered by the Veterans’ Administration lies in the fact that amounts pay- 
able under the proposal would vary in accordance with the rank or active duty 
pay grade of the deceased serviceman. This would be a sharp departure from the 
uniform compensation rate structure administered by this agency, applicable 
both to deaths in service and deaths after service as the result of service- 
incurred disability. 

For a great many years there has been absent from the basic veterans’ com- 
pensation system any distinction by reason of rank or active duty pay. This is 
true in the areas of pension for death not the result of service or pension for 
non-service-connected conditions, as well as in the areas of disability compensa- 
tion and compensation for death due to service causes. Variations in rates 
exist only by reason of dependency status, the Government recognizing an obli- 
gation to provide larger amounts where there are several dependents. 

The basic principle of uniform rates has prevailed since it was crystallized 
with the enactment of the War Risk Insurance Act amendments of October 
6, 1917 (Public Law 90, 65th Cong.). This question was thoroughly debated 
on the House floor at the time H. R. 5723, 65th Congress, which became the act 
of October 6, 1917, was being considered. As reported, the bill would have pro- 
vided death compensation, as well as disability compensation, in accordance 
with specified percentages of the active duty pay of the veteran or serviceman, 
subject to monetary ceilings. 

The same argument was advanced as that used by the Kaplan Committee to 
the effect that the compensation benefit is in the nature of a component of 
compensation for service rendered, rather than an outright gratuity, and hence 
should be related to earnings. The bill had been developed on an analogy to 
workmen’s compensation laws of the various States. It was stressed in the 
floor debates that regular career personnel of long service had sacrified oppor- 
tunities which might otherwise be available in civilian life and their dependents 
should be compensated accordingly. 

Those favoring the uniform system of rates pointed out that the benefits 
were noncontributory, that differences in death-compensation rates based upon 
rank would not conform to democratic principles which required that the Gov- 
ernment accord equality of treatment to dependents, and that the theory of 
differentials based upon earning capacity was not sound when applied to a 
Military Establishment composed in large part of draftees and other non- 
career personnel. This argument included reference to the fact that many of 
those drawn temporarily into the military service would receive relatively low 
rates of pay, having little relation to their earning capacity in civilian life, 
and that in some instances their civilian pay or earnings would exceed the mili- 
tary pay of persons of higher rank. 

The amendment rejecting this feature of the bill as reported was adopted by an 
overwhelming vote of 139 to 3 (55 Congressional Record, pt. 7, p. 7076). In 
consequence the 1917 law, which was enacted to provide a rounded system of bene- 
fits for servicemen and veterans of World War I and their dependents, em- 
bodied the firm policy of uniform compensation rates without distinctions 
based upon the amount of military pay which had been received by the service- 
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man. No controversy on this matter arose in the Senate, although it was dis- 
cussed in the committee hearings and mentioned in the floor debates. 

Subsequent laws, including the World War Veterans’ Act, 1924, and the 
Public Law 2, 73d Congress, system of compensation provisions, have followed 
the basic philosophy of equality of treatment without regard to rank in the 
payment of compensation benefits. In view of the Kaplan Committee state- 
ment that under present conditions the average service expectancy is some- 
thing like 3 years, it is apparent that the present and foreseeable situation of a 
heterogeneous Military Establishment, made up in large part of noncareer per- 
sonnel, is similar to that considered by the Congress in 1917 in reaching the 
definite conclusion that compensation payments should not vary on account of 
rank or pay grade. 

It is claimed by the Kaplan Committee that its proposal, taken as a whole, 
would cost about $74 million per year less than present survivorship laws, with 
over half the savings attributable to deaths of unmarried personnel. There are 
so many speculative factors involved in attempting to compare cost estimates 
at this time that such a predicion of savings is questionable, even if it could 
be assumed that the proposal could be maintained separate and apart from and 
unaffected by the continuation of the present system for those already on the 
rolis and for future cases involving post-service deaths. The previous dis- 
cussion clearly demonstrates that the resulting inequalities and discriminations 
could easily lead to measures designed to extend the more liberal benefit in all 
eases. This, in turn, would necessarily serve to increase rather than decrease 
annual expenditures. 

The foregoing observations are somewhat generalized and are presented 
with a view of underscoring the pitfalls in the Kaplan Committee proposals 
as they would affect the primary benefits administered by the Veterans’ Ad- 
ministration. Many items of detail could be discussed, but it is believed that 
the foregoing is sufficiently comprehensive to reach the fundamental issues. 

The Veterans’ Administration has not approached this matter in a spirit of 
defending as sacrosanct every detail of the programs of benefits administered 
by this agency which would be changed by the proposal. It may well be in 
order to consider whether adjustments in the indemnity coverage should be made 
without impairing or converting the intrinsic nature of that type of protection. 
It is felt that, in general, the present death-compensation program administered 
by the Veterans’ Administration is sound and should not be materially altered 
to yield to a social-security program or to accord distinctions based on military 
rank. Under the circumstances, we have no specific recommendations to sub- 
mit with respect to basic revisions in these service-connected death benefits. 

In addition to the consideration of possible adjustments in the death in- 
demnity and the repeal of laws conferring Federal employees’ compensation 
benefits in cases of future Reserve deaths, the select committee may also desire 
to give some attention to the question of whether the 6 months’ death gratuity 
and the free indemnity represent a partial duplication of payments. ‘This, of 
course, is complicated by the fact that in addition to other possible differences 
in precise purpose the 6 months’ gratuity represents for a brief period a con- 
tinuation of pay in accordance with the pay grade of the decedent, whereas the 
death indemnity, like death compensation, is payable in a fixed monthly amount 
without being influenced by the factor of active duty pay or rank. 


STATEMENT OF THE VETERANS’ ADMINISTRATION ON DRAFT BILL CONCERNING BENE- 
FITS FOR SURVIVORS OF MEMBERS OF THE UNIFORMED SERVICES 


The draft bill to provide benefits for the survivors of members of the uniformed 
services, and for other purposes, submitted for comment by the select committee, 
is apparently designed to implement the proposals of the Kaplan Committee as 
contained in its second report dealing with the uniform services retirement 
system (S. Doc. 89, pt. 2, 88d Cong.). 

The fundamental considerations of policy have been discussed in the separate 
statement dealing with the Kaplan Committee recommendations and may be 
considered generally applicable to the draft bill without the necessity for repeti- 
tion. This statement will be largely confined to certain detailed aspects of the 
draft bill, including some features which do not correspond with what appears 
to have been intended by the Kaplan Committee. 
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In general, the purpose of the bill is to extend OASI coverage to members of 
the uniformed services on a contributory basis and to revise the system of benefits 
provided for survivors of members of the uniformed services by limiting them 
to (1) a scaled-down 6 months’ death gratuity, (2) benefits under the Social 
Security Act, and (8) service compensation payable by the Veterans’ Adminis- 
tration. Except for cases involving brief periods of duty or training, the death 
gratuity and service compensation would be limited to death occurring while 
on active duty or extended active duty for training. 

Section 302 of the bill would repeal the Servicemen’s Indemnity Act of 1951. 
The applicable policy factors have been analyzed in the mentioned statement on 
the Kaplan Committee report. It may be reiterated that the Veterans’ Admin- 
istration is unable to agree that the Servicemen’s Indemnity Act should be com- 
pletely repealed and is of the view that in the event of its repeal there would 
exist a strong possibility that at some future time a plan of Government insur- 
ance or indemnity would be restored by law in addition to other benefits. 

The service-compensation provision in title I, section 103, are somewhat more 
extensive than the Kaplan proposal in that they cover persons dying on inactive 
duty training or while on active duty or active duty for training pursuant to an 
order specifying a period of duty of less than 30 days, or within 120 days from 
the termination of such duty, except that these cases would be limited to death 
from injury incurred or preexisting injury aggravated while on such duty. 
The exact purpose of the extended coverage for 120 days after termination of a 
short period of duty or training, in the face of the fact that this would not 
apply in cases of extended active duty, is not clear. 

The bill does not specifically provide for repeal of the death compensation 
laws insofar as they cover future cases of death in service and otherwise, 
which would be embraced within the proposed service compensation program. 
This matter is sought to be controlled by section 304, precluding a person ‘“‘en- 
titled” to survivors benefits under the bill from being “entitled” to monetary 
benefits under any other law based on the previous military status of the 
deceased, subject to certain exceptions. This may permit situations to develop 
in which different classes of dependents of a person dying in service will take 
benefits under different laws. For example, if the survivors consisted of a 
widow and dependent parents, the widow would take under the service compen- 
sation plan, and the dependent parent or parents, not being “entitled” to service 
compensation, might be free pursuant to the language of section 304 to qualify 
for death compensation under present laws. Similarly, where only a parent 
is left who could not meet the test of dependency prescribed by subsection 
101 (9) of the bill, such a parent might by reason of section 304 be permitted to 
qualify for death compensation pursuant to the differing standards for deter- 
mining dependency. This and other possible situations were apparently not 
contemplated by the Kaplan recommendation, which seems designed completely 
to replace death compensation in all cases of future deaths in service and to 
avoid cumulative compensation payments in such cases where there are several 
classes of dependents. 

As indicated, the bill would establish definitions of the several classes of 
dependents differing in some particulars from definitions applicable in the 
administration of the existing death compensation laws. Without detailing 
all of these, it is noted that subsection 101 (5) would include a husband as a 
“dependent spouse” if he was in fact dependent on the deceased member for over 
half of his support. Dependent husbands are not eligible for death compensa- 
tion under currently applicable laws administered by this agency. 

The definitions of “child” and “dependent child” also differ in certain respects 
from the existing definitions for purposes of death compensation, notavly by 
the inclusion of a stepchild irrespective of whether he is a member of the sery- 
iceman’s household, the exclusion of an illegitimate child regardless of the 
circumstances, and the extension of coverage to any unmarried child under 21 
years of age. Death compensation is payable on account of a stepchild if he 
was a member of the individual’s household; for an illegitimate child under 
certain defined conditions; but not generally for a child over 18 years of age 
unless he became permanently incapable of self-support prior to reaching the 
age of 18 or is attending an approved school after age 18 but not beyond age 21. 

Other differences in the dependency definitions would exist, as in the case of 
stepparents, who are not covered for death compensation but would be included 
for service compensation. These variances serve, among other things, to point 
up the inequalities which would, with other factors, generate pressures for 
equalization or for rights of election as between those who would be covered for 
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service compensation and those who would continue to receive death com- 
pensation. 

Subsection 101 (1) of the bill defines “member of a uniformed service” to 
include officers of the Coast and Geodetic Survey and of the Public Health Serv- 
ice. This is an extension of the existing limited coverage of such personne! for 
purposes of either death compensation or servicemen’s indemnity, since it would 
include them under all circumstances wthout regard to conditions of service. 
As a matter of policy, this is questionable in view of the civilian character of 
much of the activity of these groups. 

The language of subsections 108 (a), 103 (e), and 1083 (f) suggests a possible 
intention that the Veterans’ Administration would perform largely ministerial 
functions, leaving many of the substantive determinations of entitlement to sery 
ice compensation for certification by the service department. If this is the pur- 
pose it is submitted that an undesirable division of administrative duties and 
responsbilities would exist. The imposition of responsibility on the part of 
the Veterans’ Administration for rendering prompt and effective service to 
the surviving dependents of servicemen might not be accompanied with the 
degree of control over basic determinations of eligibility adequate to the proper 
discharge of that responsibility. Furthermore, the agency would be handicapped 
in supporting requests for the large appropriations necessary for this program 
unless it is in a position to formulate the governing policies and procedures 
and to carry out the basic adjudicative functions which would play such a large 
part in controlling the scope and efficiency of.the program 

Section 301 contains revisions of sections 619, 620, and 621 of the National 
Service Life Insurance Act of 1940, as amended. Section 303 would repeal sec- 
tion 622 of such act (waiver of premiums while in service) effective 1 year from 
date of enactment of the bill. Subsection 301 (g) declares that nothing in sec- 
tion 301 shall be construed to “cancel or restrict any rights under insurance 
contracts issued on or prior to the effective date of this Act.” 

These various amendments to the insurance provisions are evidently consid- 
ered to be necessary because of the repeal of the Indemnity Act and the substi- 
tution of the plan of service compensation plus OASI benefits. It is difficult 
to perceive a justification for certain of these revisions. No attempt will be 
made to examine them in detail, but special attention should be invited to the 
proposed amendment to section 619 as contained in subsection 301 (d) of the bill, 
which would require persons in service on or after the date of enactment to 
convert any term policy of national service life insurance which they may have 
to a permanent plan policy within 1 year, or to have the term policy suspended 
until separation from active service. The suspension would be coupled with 
the privilege within 120 days after separation, upon payment of premiums and 
evidence of good health, of reinstating the term insurance at premium rate for 
the attained age. 

This provision is apparently to carry out the proposal of the Kaplan Commit- 
tee that holders of NSLI term policies should be given “the option of either con- 
verting to permanent policies within a reasonable period of temporarily waiving 
their term policies until they leave the service’ (S. Doe. 89, pt. 2, 883d Cong, p. 39). 

Notwithstanding the view of the Kaplan Committee that this would not de- 
prive the present holder of national service life insurance of benefits “since the 
proposed program is more zenerous than present provisions,” such a requirement 
would appear to involve a serious impairment of the contract rights of the 
individuals concerned. Existing law, regulations, and policy provisions entitle 
the insured under a term policy to the insurance protection so long as the policy 
remains in force by the payment or waiver of premiums. Compulsion to con- 
vert to a permanent plan, with the alternative of suspension during service, can 
hardly be regarded as consistent with the contractual rights of the insured. It 
is difficult to reconcile this and possibly other provisions of section 301 of the 
bill with subsection 301 (g) to the effect that the amendments shall not be con- 
strued to cancel or restrict rights under outstanding insurance contracts 

The reason for requiring conversion of term insurance in these circumstances 
is not clear. This is a valuable form of insurance which was granted as provid- 
ing the greatest amount of insurance protection at the lowest premium cost. 
Conversion to a permanent plan, or complete loss of insurance protection while 
in the active service, would disrupt the plans of many individuals who are not 
financially able to afford as much as $10,000 insurance on a permanent plan 
basis. It may be expected that some would be forced either to drop their insur- 
ance protection or to convert but a portion thereof. The provisions for rein 
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statement, in the event of suspension, upon meeting good-health requirements 
emphasize the degree of the penalty for failure to convert by depriving men who 
have become disabled in service of the ability to restore a participating policy, 
giving them access only to nonparticipating insurance under sections 620 and 
621 of the National Service Life Insurance Act, as amended. 

In line with the Kaplan Committee recommendations, subsections 301 (h) and 
301 (i) would delete from the basic laws granting Federal employees’ compen- 
sation benefits for reservists of the Army and Navy those provisions conferring 
such benefits based upon death. In this connection it may be noted that section 
305 of the bill provides that the amendment or repeal of any provision of law 
by this measure shall not deprive any person of any benefit or compensation to 
which he became entitled before the effective date. 

Finally, it should be pointed out that the bill does not embrace provisions gov- 
erning the administration of the proposed service compensation program such 
as those which have been enacted for application to similar benefits administered 
by the Veterans’ Administration. Examples of these are the penal provisions of 
Public Law 2, 73d Congress, as amended; provisions as to guardianship, etc., 
in Public Law 262, 74th Congress, as amended; provisions relating to attorneys 
and agents in Public Law 844, 74th Congress, as amended; provisions on waiver 
of overpayments (38 U. 8. C. 453) ; and provisions as to forfeiture of benefits in 
cases of fraud (sec. 15, Public Law 2, 73d Cong., as amended). 

There are numerous other items of detail which could be mentioned in comment- 
ing upon the pattern of the bill. These include various questions in connection 
with the proposed insurance amendments additional to those heretofore dis- 
cussed. It is not feasible at this time to attempt an enumeration and analysis 
or suggested revision as to every detailed aspect. This would require extended 
and minute study in the event a proposal of this kind were the subject of favor- 
able consideration on general policy grounds. The foregoing items should there- 
fore be regarded as illustrative rather than exhaustive. 

The primary considerations applicable to any analysis of this bill are those 
matters of policy which are discussed at some length in the separate statement 
of the Veterans’ Administration on the Kaplan Committee report. 


Mr. Birpsatu. Rather than to read this report into the record, which 


is quite a detailed report, I though probably I might hit some of the 
highlights of that report and proceed to certain angles I believe the 
Committee will be interested in. 

Mr. Carnes. Mr. Birdsall, I would like to interrupt you there to 
state that the Committee in its letter of October 7 had a third para- 
graph, which reads as follows: 


The Committee further solicits any comments or views regarding the general 
subject of survivor benefits which you feel may be of interest to our consideration 
on this subject. 

While the chairman did request specific comments on part 2 of the 
Kaplan report and on the Department of Defense bill, he further so- 
licited from the Veterans’ Administration any views or comments 
which you may have on this general subject that would be helpful to 
the Committee. 

Mr. Brrosauu. Yes, sir. 

After indicating the three principal effects of the Kaplan plan— 
namely, the social-security benefits provided by a participating system 
with payment of the employee’s tax by the serviceman and of the em- 
ployer’s tax by the military de partment ; secondly, a revised 6-month 
death gratuity; and, third, service compensation awarded, which 
under that plan would be composed of 3 different factors—1 would 
be a factor for the gratuitous indemnity, which would be repealed; 
secondly, a factor for death compensation, which is now payable by the 
VA under our laws; and, thirdly, the factor I assume probably of the 
Federal employee’s compensation benefits. 
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It is significant that this plan is devoted entirely to those who die 
in service and does not include those who died from a service-connected 
cause after their military service is terminated. 

The report indicates the appealing character of the general con- 
tributory OASI coverage. It is realized that this would involve a 
greater annual cost from the standpoint of the Government by reason 
of its payment of the employer’s tax. This fiscal aspect is a serious 
consideration, along with the interrelationships between the proposed 
social-security benefits and other benefits. These considerations 
partly account for the changes in the nature and scope of other major 
death benefits as recommended by the Committee. 

In that connection it is related primarily to the fact that you have 
in the new compensation benefit restrictions. For example, you would 
not have an unlimited number of children for whom benefits would 
be provided, and you would not have dependent parents entitled to 
benefits while there is a widow or child. That would apply also to 
your old-age and survivors insurance. 

Under our laws we have no limitation on the number of children, 
and the dependent parents may draw ‘benefits along with a widow 
alone, or a widow with children, or where there is no widow, the 
children. 

The revision downward of the 6-month death gratuity, which is pro 
posed by the Committee, would apparently not accomplish very sub- 
stantial savings. Clearly the elimination of Federal employees’ com- 
pensation coverage of reserve deaths would result in a material sav- 
ing as well as an equalization. ‘Termination of the free indemnity 
in future cases and the drastic proposed changes in death compensa- 
tion benefits for future in-service death cases would raise serious prob- 
lems of policy apart from the fiscal impact of these actions. 

In that connection, of course, we go into the long-standing veterans’ 
benefits as such, with special consideration to those who serve in the 
Armed Forces; namely, there has been a scheme of insurance in effect 
since October 6, 1917, that has been continuously in effect, including 
those periods of peacetime. The death compensation is a benefit 
which has been with us for years. 

The element of rank enters into the proposed benefits. One of the 
fundamental principles supporting the death compensation program 
has been uniformity, and its application generally is to the largest 
group. When you consider on an average basis the bulk of these 
cases are in the enlisted group, and probably in the lower commis- 
sioned group, you would have a question with reference to those in 
the higher paid groups as to whether they believe the benefits are 
adequate. 

We do feel that in connection with the existing benefits, just taking 
the death compensation alone, and the gratuitous indemnity, which 
has certain features of insurance that national service life and Gov- 
ernment life had, that you have a benefit which is quite a reasonable 
benefit when you take all the pay grades you have, including the lower 
commissioned grades. There is a pretty fair comparison. 

When you get up into the higher ranks, of course, you might have 
a factor of career personnel primarily. And, of course, that is a 
matter with which it is believed the VA program is not particularly 
involved. : 





2 STUDY OF SURVIVORS BENEFITS 


At this point I would like to introduce a comparative table which 
gives the present benefits available under the servicemen’s indemnity, 
VA compensation, and the OASI $160 average wage credit provision 
in comparison with the benefits which would be received with the 
new plan, service compensation and OASI payments for the various 
groups; widow alone, widow with 1 child, widow with 2 children, 
widow with 3 children, no widow but 1 child, no widow but 2 chil- 
dren, no widow but 3 children, 1 parent, and 2 parents. 

(The chart referred to appears at p. 153.) 

Mr. Brrpsauu. I believe it would be fitting at this juncture, if there 
is no objection, to have Mr. Bland go into a little more detail on this 
for the record. 

Mr. Brianp. Mr. Chairman, rapidly indicating the scope of this 
chart, it is an effort to single out some typical grants, both in the 
enlisted ranks and in the officer ranks, and indicate a comparison 
of present benefits against the proposed Kaplan benefits. 

Now, this table, a copy of which is before each of you, is based 
upon the present benefit system composed of servicemen’s indemnity, 
VA running compensation, and the OASI payments based upon the 
$160 a month free wage credit. It does not include lump-sum pay- 
ments either under the present categories or the proposed benefit 
categories. 

Mr. Bares. You presume there, Mr. Bland, that all these people 
are entitled to actually collect on this $160-a-month wage credit? 

Mr. Buanp. No, sir; we do not presume that, Mr. Chairman. I 
think that is something that requires explanation. 

In other words, this chart here is not fully reflective in some cate- 
gories. That was one reason for my attempting to explain the exact 
limitations of the chart. I may not cover everything. That was 
one of them. 

Mr. Bares. A draftee would not be entitled to coverage under OASI 
until he has had six quarters. 

Mr. Bianp. That is my understanding. 

Mr. Bares. If he had no prior coverage he would get nothing. 

Mr. Bianp. He would get nothing. 

Mr. Bares. You have not incorporated that amount into your 
figure ? 

Mr. Buanp. We have assumed a case in which he would have the 
required period of coverage and put that figure down. That may 
or may not be the typical case. We have put ‘down that kind of e: ise, 
and then we propose to bring in the qualifications, one of which is 
what you have just suggested. 

Mr. Bares. You will make that point when you come to that? 

Mr. Buanp. Yes, sir; I would like to do that. 

Now, we have set up categories of widow alone, present and pro- 
posed; widow with 1 child up to a widow with 3 children; and then 
we have set up categories of children alone where you have no mother 
up to 3 children; and then we have set up the categories of parents. 

Now, you will notice that in each grade the item “Present benefits” 
shows to be the same all the way across. You have uniformity there. 
You have uniformity in the benefit structure both as to VA compen- 
sation and the death gratuity payments as well as the OASI payments. 
That is because your ‘OASI credit is a uniform credit of $160 a month. 

One of the first qualifications to be made is that which the chairman 
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suggested, that these cases showing present OASI payments may 
not be representative payments because many men in the service will 
not have had prior wage coverage in covered employment and will 
not have attained the six quarters of coverage which is the main 
requirement during the period of military service. They might have 
died with less than 18 months, so that would represent a considerable 
group of cases. 

Mr. Bares. How high would you establish that percentage, Mr. 
Bland? Would you say that by far most of them would not, or that 
most of them would have coverage? 

Mr. Branp. I think perhaps the social-security people could tell us 
more about that, Mr. Chairman. I do not know what the incidence of 
death is during the earlier period of service, and I have no information 
as to what percentage of draftees, reservists, and others coming into 
the service has a substantial wage credit in civilian life. 

Mr. Carnes. Mr. Chairman, if this would throw any light on that 
particular question of the inservice deaths, the Committee analyzed 
the month of January of this year and found that 31 percent of the 
total of 668 actual deaths received social-security benefits. ‘That was 
just for one month. I know that is not a very good sample, but that 
would give you an indication; 31 percent. 

Mr. Buanp. So that that might indicate that less than 50 percent of 
them are covered one way or another for OASI. Therefore, this 
figure of the present OASI payments is perhaps not a typical or repre- 
sentative figure. 

Now, there is another thing to be considered, Mr. Chairman. When 
you skip from the present benefit structure in each instance to the 
proposed benefit structure you have a considerably different situation 
in the area of children and in the area of parents aside fromm the rates 
that are set up there. We have pointed out in the explanatory state- 
ment below, at the foot of the chart, that when you get beyond two 
children you have reached the saturation point ordinarily for the 
purposes of OASI benefits. 

So we show there generally that you can only go to $200 a month 
as a maximum there. That is important because you have the same 
situation with respect to the proposed service compensation. In this 
the service compensation will contain no loading, as Mr. Carnes ex- 
pressed it yesterday, for children, either for the first child or for the 
third child, because it is presumed under the proposed Kaplan plan 
that children will be taken care of under social security. But when 
you get beyond two children, of course, that is not true. 

Starting in some of the lower enlisted grades and going on up 
through quickly you reach the saturation point of either 80 percent 
of the average wage earnings or the maximum of $200, so that the 
third child and the fourth child and so on is not generally provided 
for under that system. Therefore, there bing no additional provision 
for children in the proposed compensation system you would have no 
extra allowance for the third, fourth, and so on child in either plan. 

Mr. Carnes. What percentage of the inservice deaths would there 
be with more than two children surviving ? 

Mr. Branp. That gets over into the other table here. If you want 
to do some cross-referencing we can go into that. We have another 
table that will show that graphically. 

Mr. Carnes. No; not at present. You goon with this. 
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Mr. Bares. Mr. Bland, I want to reestablish that point I was 
making. If you are going to count OASI the figures indicate under 
the present system a widow and one child, for instance, would be 
getting more money. On the other hand, if you do not include OAS! 
they would be getting less. So it would be with many other cases 
here. 

Mr. Buanp. I think that might be correct ; yes, sir. 

Mr. Bates. Under the so-called proposed benefits they would be 
getting more under the new system proposed here than they would 
be under the present benefits. 

There is one other thing with reference to the OASI that is diffi- 
cult for me to understand, and that is why we should establish bene- 
fits on the basis of how long a man has been in the service. In other 
words, if a man has been in the service 15 months he does not collect 
on this if he did not have coverage prior to coming into the service. 
If he has 6 quarters or 18 months, then he does collect. What kind of 
a system is that ? 

Mr. Buanp. I think that raises a very serious question. Of course, 
the Kaplan Committee attempted to meet that in an undefined way 
by giving a man a presumed current and fully insured status as soon 
as he enters the service, but giving him a reduced coverage. 

We certainly agree, Mr. Chairman, if the OASI coverage is to be 
continued that is a deficiency. 

Mr. Bares. I certainly cannot envisage any equality in a system 
of payment of that nature. 

Mr. Buanp. That is not compensated for in the proposed service 
compensation plan. It is not compensated for at the present time 
in your death compensation, because the man who is not covered for 
OASI does not get any additional amount as death compensation to 
offset the other factor which you have mentioned. 

Mr. Carnes. In the proposed Kaplan plan Mr. Kaplan says that 
a man shall be presumed to be fully insured from the date he enters 
the service. 

Mr. Bianp. That is correct. 

Mr. Carnes. If the Kaplan Commission recommendations were put 
into effect you would not have any individual in the military service 
who was not deemed to be fully insured. 

Mr. Bianp, That is correct, sir. 

Mr. Carnes. Therefore, if they had eligible beneficiaries who fall 
within the classes they would receive it even if the men had been in 
the military service only 2 days. 

Mr. Bianp. But in a reduced amount. 

Mr. Carnes. In a reduced amount, but they would receive it. 

Mr. Bianp. Which presents a fundament: al question. 

I wish to point this out just for consideration: So far as veterans’ 
benefits are concerned it does not make any difference whether a man 
has served 2 days when he dies in service or whether a man has served 
18 months. His beneficiaries get the same amount in either case. 

Under the supposition whic h you have stated there would be a dif- 
ferential and not on the veteran’s service compensation side but on 
the OASI side there would be an alleged discrimination, let us say, 
as between those two cases. Whether it is sound I am not here to say. 

Mr. Bares. There are many discriminations. That, of course, is one 
of the purposes of this committee. We want to point these out if we 
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‘an as we come tothem. That is why I mentioned it at this particu- 
lar time. 

Mr. Buanp. Yes, indeed, sir. There are others, Mr. Chairman, and 
I will not attempt to cover all of them. 

We have set up a chart which is misleading in certain respects, and 
we have sought to correct the misleading aspects in the footnotes, 
The explanatory comments in some respects are more important than 
the superstructure of this table. 

For example, Mr. Chairman, I have pointed out when you get 
beyond two children you would not have increased OASI allowances. 
I have pointed out that your service compensation does not make any 
extra allowance for children. 

But in contrast your death compensation makes additional allow- 
ances for 1, 2, 3, 4, 5, 6, 7, 8 children, and soon. We have cases on the 
rolls today of a veteran who will have 8 children, a widow and 8 chil- 
dren, 7 children, 6 children, 5 children, and a good many cases of 3 
children—a surprising number. 

Going on, even more aggravated, you find a situation with respect 
to parents, which was mentioned the other day by the chairman in a 
discussion of this problem, and that is that notwithstanding the fact 
that we have set up assumed rates here for parents they are not correct 
and they are not typical either under the schedule of the present bene- 
fits or under the schedule of the proposed benefits. It is more true 
under the proposal than under the present. 

Now, so far as the item of VA compensation is concerned under 
present benefits of this table, the dependent parent is always eligible, 
if he can meet the dependency criteria, on top of whatever is being 
paid to the widow and for the children. It is a cumulative system. 
The dependent parent is always cut in. 

That is not true under the social-security program, as you well know. 
There is the age factor. The parents, as I understand it, must be of 
age 65 or over in order to qualify for the death benefit. There is the 
further stumbling block that the parent does not come into the picture 
for OASI if there is an eligible widow or eligible children. 

Mr. Bares. Nor for insurance. 

Mr. Buanp. Sir? 

Mr. Bares. Nor for insurance. 

Mr. Buanp. I was getting to that, Mr. Chairman. That would be 
true under both the proposed OASI coverage and the present. So 
that setting up a rate there for the parent is not at all typical. Simi- 
larly, we have set up the $93, which is a rounded figure for service- 
men’s indemnity for the parents, the child, and the widow. 

As you just suggested, the servicemen’s indemnity certainly would 
not always be payable to the parents. 

Mr. Bates. And the death gratuity? 

Mr. Buanp. Yes. The 6 months’ death gratuity would be the same 
thing. So, these are not typical rates when you get to either death 
indemnity or OASI. They are under the present benefit schedules 
quite typical, as far as present death compensation is concerned. But 
they are not at all typical as far as the proposed service compensation 
is concerned, because there again the dependent parent with a more 
strict dependency requirement would not come into the picture for 
service compensation if there were an eligible widow or children. 
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So you will have under this proposed Kaplan plan many situations 
where the dependent parents would get nothing under the service- 
compensation program and nothing under OASI, whereas the de- 
pendent parent always gets something under the death- compensation 
program as we now have it provided by law. 

Mr. Bares. But not under the other programs? 

Mr. Bianp. But not alWays under the other programs. 

As we indicated yesterday, Mr. Chairman, your present indemnity 
award indicates some 15,000 out of a total of 21,600 cases have pay- 
ments being made to parents, which of course means that most of 
those cases are represented by unmarried ? 

Mr. Bares. Now, since we are on that a Wt I was a member of 
the subcommittee that originally wrote the bill. Do you subscribe to 
a philosophy whereby the Government should give free insurance to 
parents who are independently wealthy, or do you think a need test 
should be established? Just what are your views on that particular 
subject ? 

Mr. Bianp. Mr. Chairman, I think there is a twofold answer to 
that because there are two problems implicit: whether you should 
cover parents at all, and whether your restriction should be to de- 
pendent parents. Do I understand that correctly ? 

Mr. Bares. Yes. 

Mr. Briann. There might be two different answers to that. 

As I just understand the legislative history of the Indemnity Act, 
it was devised as a successor to national service life insurance, a con- 
tract form of insurance. The effort there was to save administrative 
redtape and possibly to save money. 

Mr. Bares. Save the redtape and as a consequence save the money. 

Mr. Bianp. Yes. The effort there was to leave it a separate identifi- 
able thing which would be considered as the substitute for insurance, 
otherwise it would have been amalgamated with death compensation, 
so it was set up as the successor, if not the exact equivalent, of insur- 
ance. Savings was an inducement there. Administrative simplicity 
was an inducement there, and considering the possibility of extra 
hazard deaths, it was thought the Government would not have spent 
much more money, if any more, for the death indemnity than for 
national service life insurance. 

Now then, that was a commitment, it seems to me, at that time by 
the Congress that there should be projected into the future something 
in keeping with the insurance concept. Therefore, today, the problem 
is peculiarly a legislative one. We have had insurance, or something 
regarded as its equivalent, for near 40 years in our system of service- 
men’s and veterans’ benefits. 

The question is whether or not that shall be abandoned. The reason 
T say “abandoned”—and perhaps that is a strong term, “watered down” 
is a better expression of 1t—— 

Mr. Bares. Well, “changed.” 

Mr. Brann. “Changed” is another word, but the reason I chose that 
is that if you begin changing it sharply, then you begin sharply to 
get away from a thing which may probably be labeled “insurance or 
its equivalent” into the area of death compensation. 

One of the essential characteristics of insurance is a relative freedom 
of choice as to the beneficiary; a right to designate within a fairly 
flexible scope. That was incorporated in the Indemnity Act. 
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Now, you begin to cut that down, or example, by cutting off parents 
entirely. That waters down certainly the insurance concept. It may 
be argued that it tends to water it down if you limit the coverage to 
dependent parents because when a serviceman or a young man ‘buys 
a commercial policy, he frequently designates his parents as his bene- 
ficiaries. 

Let me give you a personal example. Back during the war there 
was a good deal of pressure on up through 1943 for each man of the 
service to take out a policy of national service life insurance regard- 
Jess of his dependency situation. At that time your witness was un- 
married. His father and mother were not in a condition of need. 
After having been in the service more than a year with this pressure 
constantly being exerted, I decided to spend $4 a month and take 
$5,000 term insurance and name my mother as a beneficiary. There 
were thousands of those cases, and that follows out the insurance 
principles. 

Mr. Bates. The chairman among them. 

Mr. Buanp. Yes. I am sure that is correct. I point that out as 
bearing on whether, and how far, thé insurance concept is to be 
watered down. 

Mr. Tracur. Does the same thing apply to brothers and sisters and 
remarried widows ¢ 

Mr. Buanp. On remarried widows I would have my doubts about 
that, Mr. Chairman, and I would think that is something well worth 
exploration. It is true that as an habitual matter in private life, a 
man would designate his wife as a beneficiary without considering 
whether or not she was going to remarry, and ordinarily he would 
not want to put any limitation on that kind of thing if he could. 
There may be a different way of looking at that from the standpoint 
of the obligation of the Government. 

Mr. Bares. I do not think that we should restrict ourselves to his- 
torical concepts. I do not think we should do that at all. We should 
inquire into these things to see if we have made mistakes, or whether 
we were right. That is the purpose of my inquiry here. I think that 
there were other things that entered into the picture in addition to 
the things you mentioned. 

The fact that there was a continuity of the insurance program is 
obvious, but there were many young fellows who did not have insur- 
ance and we are paying to their widows. 

In addition to that, you mentioned that we had redtape. I think 
those two elements were perhaps as predominant in our discussions 
as anything else. 

Mr. Carnes. Mr. Bland, I think that the presentation of this chart 
is going to be very helpful to the committee. I think that both of 
these charts are going to be very helpful to us. 

We are operating under a rather rigid time limitation. We are 
hoping to hear two witnesses this morning, and a great deal of the 
information we are getting from you is a matter that was commented 
on in your reply to the chairman’s letter of October 7, which I would 
like to take up part by part. 

So, if you will, we would appreciate your continuing, but continue 
with the presentation of the charts, because we do want to proceed 
as soon as we can to the letter. 


Mr. Buanp. Fine. 
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I think that I have said enough about the parent chart to indicate 
its general nature. 

Mr. Treacur. I want to mention something that Mr. Birdsall men- 
tioned a moment ago that I do not think was covered. 

You mentioned the 6-month death gratuity, Mr. Birdsall, and I do 
not believe it was the prime consideration of the Kaplan Commission 
that it would save money. I think the prime consideration was that 
a 6-month death gratuity for a private was an insuflicient amount and 
that a 6-month death gratuity for a general was more than adequate 
for what they intended to do. 

Mr. Birpsauu. That is a detached statement as to the savings. 

Mr. Teacur. Do you people have anything to say on their proposal 
of a flat fee, practically doubling a private’s 6-month death gratuity 
and lowering the general’s gratuity considerably ¢ 

Mr. Brrpsatit. We would have no position on that. 

Mr. Treacur. As I understand the thing behind the 6-month death 
gratuity, you would give the widow sufficient money to make the 
transition of returning to her home and what not, and certainly we 
are not giving the people in the lower grades sufficient money to do 
that. I personally look with considerable favor upon that proposal. 

Mr. Buanp. We did raise the question in our report whether or not 
there might be a duplication as between the 6-month death gratuity 
and the indemnity. We did not indicate we thought there was, but 
it is a field for exploration. 

Mr. Carnes. We will go into that a little further. 

Mr. Buanp. I would like to indicate that we have another chart 
there before you that might be interesting as a working tool. It needs 
a little explanation to understand it. It shows the total number of 
VA compensation running death-award cases all the way through. 
It is interesting there to notice most of your World War II cases now 
on the roll were in-service deaths. By contrast, as you got further 
away from the war, the trend is the other way. If you “will notice 
World War I there you will see total cases number 57,000, and out of 
that only 20,000 were in-service deaths. I just point that out in 
passing. 

The other principal object of the chart is to give you a detailed 
breakdown of the various categories and groups of the dependents 
that you have on the ————- rolls. For example, take the first 
item there on World War II. There we show the total number of 
cases where you have just widows and children. You do not have in 
those cases fathers and mothers. 

The first item under that is widow alone. That is a little mis- 
leading. There are no children in that group. Under that you have 
widow and one child and so on down. You will notice you have a 
considerable number of cases of widows with three children there, 
no parent. 

Mr. Carnes. When you say a “considerable number,” when you take 
the total number it looks to me just from a cursory glance it is less 
than 1 percent of the men who died in service. What percent is it? 

Mr. Dyess. Since you raised the question a moment ago I have cal- 
culated it and on the World War II group it is 2.75 percent of the 
deaths in service cases that has 3 or more children represented in the 
beneficiary. 

With regard to the Korean group it is 5.2 percent. 











STUDY OF SURVIVORS BENEFITS 


Mr. Carnes, Have you made any further calculations / 

Mr. Dyess. No, sir. 

Mr. Carnes. I will upgrade my estimate 1 percent to a percent of 
3 or 4, but it does offer a peculiar problem on an individual basis, 
and I think the committee should acknowledge that. It is not a great 
problem; it is not something that affects the whole broad consideration 
as to making a policy determination as to whether we are going to 
do it one way or the other. 

Mr. Buanp. Apart from the percentages, you have a considerable 
number of factors. In individual cases, it is a problem. 

Mr. Carnes. These children here are constantly becoming of age 
18 at a fairly rapid rate. 

Mr. Bianp. I do not know what the rate on that is. 

Mr. Bates. That percentage is based upon total cases, not in service 
nases ? 

Mr. Dysss. No. It was from the column headed “Number of deaths 
in the service” that I made that calculation. 

Mr, Carnes. We appreciate that. 

Mr. Buianp. To understand the chart, you cannot take just the 
first item there of widow and children, and take up the case of the 
widow with two children showing 4,100, World War II, because you 
have other categories down the line, cases where there is a widow, 
mother, father, and children. Those all have to be added in. It is 
cumulative. They are independent categories. 

These are numbers of cases, not numbers of dependents. Each 
number you see on there shows the number of cases where you have, 
for example, a widow, mother, father, and one child. 

I think that is enough to say about the general tenor of this chart. 
I think that it might be useful to the committee as they go along in 
considering this problem from the standpoint of the beneficiary 
distribution. 

Mr. Bates. This is a very helpful chart, Mr. Bland and Mr. Bird- 
sall, and we want to thank you for the time and effort you have spent 
in preparing it for the committee. 

Mr. Buianp. I want to say that Dr. Dyess here is the head of the 
Reports and Statistics Service, and his organization did in fact pre- 
pare the two charts, so we cannot take the credit. 

Mr. Bates. We thank the doctor. 

Mr. Carnes. I would like to incorporate in the record both of these 
charts at this time. 

Mr. Bares. Without objection, it is so ordered. 

(The charts referred to are as follows:) 
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Mr. Carnes. For the remaining time this morning we want to di 
vote ourselves primarily to Mr. Higley’s reply to the chairman’s let 
ter of October 7. Our time is going to be limited this morning, and a 
I told you previously, on Friday we will discuss these individual cases 
relating to the staff analysis of all in-service deaths. 

On October 7, as we have alre: idy stated, the chairman wrote Mi 
Higley, the Administrator of Veterans’ Affairs, and asked him for 
three things: 

First, comments on the Kaplan report, part 3, dealing with su 
vivors’ benefits. 

Second, comments on that portion of the Kaplan report dealing 
with survivors’ benefits to be provided Armed Forces personnel, and 
third, he asked for any comments which the Veterans’ Administra 
tion may like to suggest, or any comments they may have to improve 
the survivor-benefit program. 

Mr. Chairman, we will put that letter of October 7, 1954, in the 
record at this time. 

Mr. Bares. Without objection, it is so ordered. 

(The letter referred to 1s as follows:) 

OcTOBER 7, 1954 


Hon. H. V. HIGLey, 
Administrator of Veterans’ Affairs, 
Veterans’ Administration, Washington 25, D. C. 


Dear Mr. Hiciey: I am forwarding as an enclosure hereto part 2 of the Kap 
lan Committee report and a copy of a bill which, if enacted, would in essence 
implement into law those recommendations of the Kaplan Committee relating 
to survivor benefits. 

The committee desires your comments on that portion of the Kaplan report 
dealing with survivor benefits to be provided Armed Forces personnel, as well 
as your comments on the enclosed bill. 

The committee further solicits any comments or views regarding the general 
subject of survivor benefits which you feel may be of interest to our considera- 
tion of this subject. 

A reply to this inquiry not later than October 22 will be appreciated. 

Sincerely yours, 
WILLIAM H. Bates. 

Mr. Carnes. With regard to the reply of Mr. Higley to the chair- 
man, dated October 22, 1954, Mr. Higley acknowledges the fact that 
you also requested such other comments or views as the Veterans’ 
Administration might consider of interest to your committee in its 
consideration of the general subject of benefits for the survivors of 
members and former members of the Armed Forces. 

Opportunity ‘vas given for suggestions. 

I think in the reply on a volunt: ary vasis the VA did not offer any 
proposal of theic own, or any suggestion as to how the present sur- 
vivor-benefit program could be improved. Did they, Mr. Birdsail? 

Mr. Birpsaty. We made no specific recommendations. 

Mr. Carnes. You primarily confined yourself to commenting on 
the Kaplan report and the attached draft of the Department of 
Defense bill? 

Mr. Brrosauu. I think that we should state that we do have contin- 
uing studies made by our operating departments and as a result of 
those studies we come up with recommendations for changes in the 
law and clear them through the Bureau of the Budget and send them 
to the Congress. We do not at this time have on the legislative docket 
anything regarding direct benefits, or survivorship programs. 
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Mr. Carnes. To amplify that point, within the past 10 years what 
have been some of the recommendations that the Veterans’ Adminis- 
tration has made to the Congress to improve the overall survivor 
benefit program ¢ 

Mr. Brrosatu. I think that I would have to insert that in the record 
I could get it very promptly and insert it in the record, but generally 
I would say that we have done it in two different manners. 

We have improved by way of simplification in the administration 
of benefits. We have speeded up the awarding of benefits, and we have 
taken steps to insure the accuracy of the determinations. Also, when 
other agencies have been reporting to Congress on definitive legisla- 
tion, we have recommended certain changes which would in effect 
tend toward uniformity. We have gone along with certain phases in 
other respects. For example, we did affirmatively recomme nd a 
change in the rates to the widow and the dependent parents, which 
have been increased. 

Mr. Bares. Have you ever gone outside the scope of the matters per- 
taining to the Veterans’ Administration itself to make a study of all 
the benefits which currently are accruing to survivors, or have you 
always limited yourselves in your studies merely to those things per- 
taining to your own agency ? 

Mr. Brrpsaux. I think that it is pertinent to mention that back in 
1941 a study was initiated at the request of General Hines. That was 
largely due to the fact that there were a number of bills pending in 
the Congress to grant special rates of pension to the widows of certain 
officers of the Regular Establishment. This pertained primarily to 
the career officers. They were really appealing cases. Those bills 
would come through and the Administrator would be hard pressed 
because of the sympathetic features. 

This study was initiated on the basis of that because in 1932 7 
discontinued the omnibus pension bills, so he thought it would be : 
good idea to get this to a point to where those cases could be re lead. 
Eventu: ally we had a preliminary meeting with representatives of the 
service departments—the Army, the Navy, the Marine Corps, and the 
Coast Guard, and they were top level representatives. Conferences 
were held from time to time. Finally a general plan was evolved 
which apparently had common agreement. That draft, however, by 
the time it was ready for submission to the regular channels was co- 
ordinated with the service departments and we were then at war. 
Their directives were to the effect that they could not go any further 
into that particular question. 

Mr. Carnes. Let me interrupt you. What you are speaking of 
is—— 

Mr. Brrpsatu. A contributory—— 

Mr. Carnes. And an annuity. 

Mr. Brrosaty. And within their own sphere. 

Mr. Carnes. A sort of a forced savings plan. 

Mr. Brrpsatu. It was compulsory. It was quite similar to the Kil- 
day committee’s bill. 

Mr. Carnes. I am familiar with the details of that. 

Mr. Brrpsatt, I have the legislative history of that before me. 

Mr. Carnes. That was in 1940, and the idea was abandoned in 1942 
after a great deal of deliberation at a very high level. 

Mr. Brirpsau. Yes. 
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Mr. Carnes. Has anything been done since 1946 to revise the think- 
ing on that, or has it lain dormant since 1942? 

Mr. Brrosauu. I would say that I might read a paragraph here with 
reference to the legislative history. 

Mr. Carnes. You may proceed, 

Mr. Brrvsati. The next legislative step—and this is taking it 
chronologically—was the consideration of H. R. 5304, 83d Congress, 
which provided the contingency option plan for retired members to 
permit sharing of retired pay with certain survivors. The bill was 
reported out by the House Committee on Foreign Services on June 1, 
1953. It isstated in the report that the Defense. Department prepared 
H. R. 8035 of the 81st Congress, which included a plan for active- 
duty personnel as well as for retired personnel, and that— 
doubts as to the actuarial soundness of the retired plan, plus the great com- 
plexity of the active-duty plan contained in the bill, resulted in the subcom- 
mittee returning the bill to the Department of Defense for further improvement 
and clarification. 

The committee report also referred to the revised bill, H. R. 5594, 
and hearings were held by the subcommittee. It was stated that 
while the hearings were being conducted, the 82d Congress passed 
other legislation ; namely, the Free Indemnity Act, the amendments to 
the Social Security Act, and increased veterans’ benefits, and that this 
legislation— 
removed much of the justification for the active duty survivor benefit plan con- 
tained in H. R. 5594. 

As a result, it was stated that the Kilday subcommittee did not re- 
port H. R. 5594 to the full committee, but concerned itself with legisla- 
tion providing contingency option for the survivors of the retired 
personnel. 

It may be noted that the statement in the committee report to the 
effect that other benefit legislation was passed during the pendency 
of hearings on H. R. 5594 appears to be incorrect, since these hearings 
were conducted in August and September of 1951 and the testimony 
indicates an awareness of the indemnity coverage and the social se- 
curity credits. 

Mr. Carnes. Was the Contingency Option Act suggested by the 
Veterans’ Administration ? 

Mr. Brrosauu. I was just answering your question on the others. 
In other words, I think that study that was initiated back in 1941 is 
quite comp' arable to later ones. 

Mr. Carnes. What has the Veterans’ Administration done by ac- 
tively trying to improve the survivor benefit program since 1942, 
overall ? 

Mr. Brrpsatu. We have not had a general program on that, but we 
have coordinated and cooperated with the coordinating agency, the 
Bureau of the Budget, or any department or agency when something 
came to us for comment. 

Mr. Carnes. No doubt since 1946 you all have recognized the need 
for doing something about the overall survivor benefit program, where 
reserves are paid a different rate from regulars. It affected you in- 
directly because you were paying the regulars and the Department of 
Labor were paying the reserves. T here ¥ were other inequities of which 
you were constantly aware. You recognized the need for evaluat- 
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ing the entire program, did you not? Did not the Veterans’ Adminis- 
tration recognize the need ? 

Mr. Birpsauu. The question there would be in connection with the 
Federal employees’ compensation. We have mentioned in our report 
that there seems to be common agreement. We do not raise any ques- 
tion about changing that provision. We could hardly initiate some- 
thing initated by another department. 

Mr. Bares. All Mr. Carnes is trying to establish is the fact that for 
a good many years you have rec ognized that a need does exist to re- 
evaluate this overall program. Is that correct? 

Mr. Birpsatu. Yes. 1 would like to supplement what I have said. 

Mr. Bates. That is correct 

Mr. Birpsaui. Yes. But I would like to say this—we were not 
silent on the disparities. 

Mr. Bates. Weare not trying to establish that. 

Mr. Brepsa. Our operating departments, when they hit upon these 
cases, took the matter up with the proper departments and I know 
that the Bureau of the Budget was aware because we have discussed it 
with representatives of that agency—we Have discussed the disparities. 

Mr. Bares. If it had not been for World War II perhaps it would 
not have been accomplished by this time because you were in the 
orocess of evaluating a new program. You did recognize the need 
for reevaluating the overall program. Is that correct? 

Mr. Brrpsau. Yes. 

Mr. Carnes. On page 2 of your reply to the agenda of Mr. Higley’s 
letter you say: 

The revision downward of the 6 months’ death gratuity, which is proposed 
by the Committee, would apparently not accomplish very substantial savings. 
Clearly the elimination of Federal employees’ compensation coverage of reserve 
deaths would result in a material saving, as well as an equalization, 


I was not aware, Mr. Birdsall, that the Kaplan Commission recom- 
praetet te a provision for a revision downward of the 6 months’ death 
‘atuity. They recommen ded that a minimum of $1,200 be paid and 
a maximum of $3,000 be paid, and in testimony we have already had 
in executive session it is quite likely that may prove a little more 
es because the great bulk of the deaths are among the lower 


enlisted people who are not receiving $1,200. And while there would 
be some savings in the higher officers who were receiving $4,000, $5,000, 
and $6,000, who would only receive $3,000, there is no compensating 
factor there in that the officers would be reduced by the same degree 
that the enlisted people would be pulled up, so therefore there is no 
intent in saving there. Asa matter of fact, Mr. Kaplan acknowledges 
that it may be more expensive. 

What do you mean by the revision downward of the 6 months’ death 
gratuity that is proposed by the Committee would apparently not 
accomplish very substantial savings ? 

Mr. Brrpsatu. There is no intention to have any innuendo there 
that. we are taking any issue with the Kaplan report whatsoever. 
It is a matter of what your savings effect would be, and Mr. Bland 
would like to comment on that. 

Mr. Tracur. It is a revision downward in one case and a revision 
upward in another. 

Mr. Bianp. That statement is entirely misleading and perhaps in- 
correct. The impact of the statement is that we could see no serious 
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effect in terms of cost either way. That is what we intended. I think 
that as stated it is probably misleading. 

Mr. Carnes. The statement is prob: ably misleading ? 

Mr. Buanp. Yes, it is perhaps accurate. 

Mr. Carnes. Speaking of the indemnity it says: 

Termination of the free indemnity in future cases and the drastic proposed 
changes in death-compensation benefits for future inservice death cases would 
raise serious problems of policy apart from the fiscal impact of these actions. 

On page 3 you say: 


There is no provision in the report— 


meaning the Kaplan report— 


for additional allowances of service compensation in favor of dependent parents 
in those instances where there is a widow or a widow with children. 

There, I think that you have made a very valid criticism of the 
Kaplan report because it prescribes if a survivor leaves a widow with 
minor children the parent would get no benefit whatsoever. 

I would like for you to elaborate a bit more on that point and give 
us the expression of the Veterans’ Administration on it. That is 
something that greatly concerns you; does it not? 

Mr. Birpsaui. Our system has always included depende nt parents 
regardless of whether there is or is not a widow and regardless of 
whether there are children. The majority of our cases now are de- 
pendent parents. 

Mr. Carnes. Can you give us a rough estimate of how many de- 
pendent parents you have on your compensation rolls at the present 
time where there is a widow with minor children involved ? 

Mr. Brrposauy. I can get that from the chart, I believe. 

Mr. Brann. I think that Dr. Dyess will have to help us do some 
quick figuring. 

Mr. Carnes. We just want an approximation of the number of 
parents who a are currently receiving survivor benefits who would not 
I ave been eligible to receive survivor benefits had the Kaplan Com- 
mission’s recommendations been in effect. 

The point here, Mr. Chairman, is that maybe some of the people who 
are in the open session do not understand this, but the Kaplan pro- 
posal specifically states that where the survivor is a widow, whether 
she is a widow with minor children, or merely a widow, that if a 
benefit be paid to her no benefits will be paid to any parent, whether 
dependent or nondependent. 

Mr. Tracur. It is in the area of 25,000, is it not, Mr. Bland? 

Mr. Carnes. We just want a rough approximation. 

Mr. Tracue. It is somewhere between 15,000 and 25,000. 

Mr. Buanp. I think that it might be more than that. 

Mr. Carnes. Suppose that we proceed to another point and come 
back to that. 

Mr. Bianp. We will indicate that for the record. 

Mr. Carnes. Turning to page 4 of your letter, in the middle of the 
first paragraph it is stated: 

Accordingly, the Veterans’ Administration must question the soundness of 
any proposal which would materially cut down these basic benefits on the assump- 
tion that they should be regarded as partially absorbed by social-security pay- 
ments. Such a move by the Congress would tend to negate the principle of 
special consideration for veterans and their dependents. 
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This is a broad general statement to the effect that vou do not think 
that to any degree the Social Security Agency ae i take over fune- 
tions which historically have been performed by the Veterans’ Ad- 
ministration ; is that correct, Mr. Birdsall ? 

Mr. Brrpsauu. I think that it should be stated in this way—we feel 
that the basic programs that have been established and are still in 
effect for veterans and their dependents are genuinely adequate pro- 
grams, and the substitution of any other program that materially af- 
fects the basic programs is questionable. 

I do not think there is any thought there about agency jurisdic- 
tion, or being adverse to the consideration of any question that the 
Congress wants to go into. We would cooperate and go into the facts. 

We should mention the fact that we do have a special group and a 
special set of laws and a special agency for that, and in dealing with 
any other type of benefits it is dangerous. We would be skeptical 
about materi: ally interfering with the basic program. 
Mr. Carnes. At the very bottom of page 4 it says: 

If a more uniform distribution of payments is indicated this coi 
plished by extending the period for indemnity payments and reducing the 
monthly amount without abandoning the indemnity concept altogether. Like- 
wise, it does not follow that the special indemnity protection should be withdrawn 
because the permitted class of beneficiaries includes widows after their remar- 


ild be accom- 


riage and brothers or sisters. 

Now, the Kaplan Commission recommendations were twofold. 
They recommended the complete abandonment, or discontinuance of 
the $10,000 gratuitous indemnity. Here, Mr. Birdsall, one of the 
reasons they were critical of it was because it went to 10 years and 
was then dropped. You are saying that that criticism could be over- 
come by extending the gratuitous indemnity over a greater period of 
time. 

Mr. Brrpsauu. If the Congress so desired. 

Mr. Carnes. You are speaking in terms of extending it over a pe- 
riod of 15 or 20 years, or some definite period of time, or are you speak- 
ing of taking the $10,000 gr: wtuity indemnity and putting it on an 
actuarial basis where it would be paid at varying rates to various age 
beneficiaries ? 

Mr. Birpsaui. I think that you might consider both. 

Mr. CarRNEs. You would consider both ? 

Mr. Brrpsati. We might consider both. 

Mr. Carnes. All right. 

Then, as to the restriction of the class of beneficiaries . at the present 
time the indemnity keeps a great many of the insurance features in 
that it allows a rather liberal class of beneficiaries. 

Mr. Kaplan in his report was critical of that, and that was one of 
the reasons why he recommended the discontinuance of the gratuitous 
indemnity. You have suggested here repeatedly—let us re. the in- 
demnity. You have suggested perhaps a reappraisal of the beneficiary 
classifications could be made inasmuch as this is a gratu ity of the 
Federal Government. Do you mean we may be able to restrict it to 
brothers and sisters, or aunts and uncles, or we would restrict it merely 
to dependent parents ¢ What is your thinking there when you say 
“Perh: aps a reappraisal could be made of the beneficiary classifica 


tions” ? 
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Mr. Birpsauy. That is approaching it from the preservation of the 
insurance feature. 

Mr. Carnes. That is correct. 

Mr. Brrvsatu There it is a question of how far you go into the 
gratuitous nature of it, and approximate the compensation standards. 
However, we are giving study to that particular angle in pursuing the 
thinking that we have been applying to this subject as to how far pos- 
sibly the committee itself would want to go on that. We would be 
very happy to work on that and see what we can do. 

Mr. Bares. Do you have any views on that? This act has been in 
effect now how long? Four years? 

Mr. Brrosatit. Do you mean as to the beneficiaries? 

Mr. Bares. Yes. 

Mr. Brrpsatu. We have no recommendation determined upon. Our 
thought is that in view of the fact we have made this type of report, 
it is an indication that we are willing to cooperate with the committee 
in a study of any possible changes that might preserve the system 
and still meet your needs. 

Mr. Carnes. In Mr. Higley’s letter three points have been made. 
The first point is that the indemnity should be kept, in your opinion? 

Mr. Brrnsau. Yes. 

Mr. Carnes. And if the paying of the indemnity over a 10-year 
period is an objection, consideration should be given to paying it over 
a longer period. Ifa liberal class of beneficiaries is an objection, that 
should be reevaluated, but you say under any condition you feel that 


the gratuitous indemnity should be essenti: ally maintained as a prime 
veterans’ benefit. 


Mr. Brirosatu. Yes. 

Mr. Carnes. Is that it in essence? 

Mr. Brrosaru. That is correct. 

Mr. Carnes. Now, as we proceed on down to the verv middle of 
that page, you speak of the effect upon the system if the Kaplan rec- 
ommendations were put into effect; that is, this upgraded VA benefit 
based on salary, the gross pay. 

You say: 

It would be extremely hard to hold the legislative line against the pressures 
of those on the rolls to obtain equal treatment in all instances in which the new 
plan offers increased benefits. Conversely, wherever there might be more liberal 
benefits available under the existing death compensation laws, the beneficiaries 
of those dying in service after enactment of the new plan would press for a 
right of election which would give them compensation payments equal to the 
payments being made to the survivors of persons previously dying in the service 
or after service from service-connected conditions. 

Here, you are saying that if the Kaplan Commission’s recommenda- 
tions, or some simil: ar “pli in, were put into effect and the benefits paid 
by the Veterans’ Administration were predicated upon gross pay, in 
a great many cases the benefits paid would be considerably in excess 
of what is feces being paid, and you feel that there would be a 
creat petition to allow existing beneficiaries to elect the higher bene- 
fits; is that correct ? 

Mr. Brrpsauu. Yes. 

Mr. Carnes. To cite an example of that, you feel that widows whom 
you have on the compensation rolls at the present time, who are getting 
$87 per month, would want to get the minimum of $125, which Mr. 
Kaplan recommends? 
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Mr. BIRDSALL. They would, if they are not recelving the oratultous 


indemnity along with it. 

Mr. Carnes. If they were receiving no other benefits, they would 
want it. 

I believe that you said that some 22,000 or maybe 30,000 have such 
widows? 

Mr. Brrosauy. Alone. 

Mr. Carnes. That are drawing only $87 ? 

That raises a point that I want to inquire about and a point that we 
have not touched before. 

Mr. Kaplan recommends, as you know, that the benefits should be 
based upon the gross pay and he recommends a minimum payment of 
$125. 

If the widow on your death compensation roles be the widow of 
general or an admiral, or someone in that rank, and if Mr. Kaplan’s 
recommendations had been in effect at the time that her husband died 
in service, then she would be eligible for $245, or $260 or up to $3104 
Is it your opinion that in allowing this election that those people 
would not merely press for the election to the $125 level, but they 
would press for an election commensurate with what they would have 
been eligible for had this plan been in effect ¢ 

Well, then, in evaluating this cost, if an election be allowed, you then 
cannot take those groups of widows and push them from $87 to $125, 
could you? You would have to go into a higher level; would you not ¢ 

Mr. Brirpsatyu. You would have to take that into consideration; 
yes, sir. 

Mr. Carnes. All right, sir; fine. 

But youd very definitely feel that there would be a demand for an 
election ? 

Mr. Birvsati. From experience, I feel certain of that. Of course, 
what lends impetus to that is the fact that this deals only with the 
in-service man. 

Mr. Carnes. In your letter you said, however, in those cases where 
the existing compensation is greater than the Kaplan recommenda- 
tions, that you felt there would be an equal pressure to allow people to 
get the existing compensation. 

Mr. Brrposauy. That is right; yes, sir. Because where you have two 
programs running along concurrently, the tendency has been to afford 
the greater benefit. In fact, that has been the policy unless there is 
some very, very strong hold on the thing. 

Mr. Bares. Would not your figure have to be reduced, Mr. Birdsall, 
by the amount of money which they had previously received ? 

Many of these claimants receive lump sums for insurance. You 
would have to have some sort of a reduction factor, and not just a flat 
allowance under a new system after they have already reaped the 
entire benefit of another system. 

You would certainly have to modify the election on that basis, would 
you not? 

Mr. Brrpsaux. Of course, that gets us down to the question of offset, 
of a certain amount of service compensation to offset the insurance re 
duction. The indemnity would not be paid in such cases. If you do 
that, of course, you are back to the situation where you are putting a 
man who is not an extra-hazard case, and that would be true in the 
majority of the death cases, and if chive was a Government obligation 
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there, you are placing him in a worse position, we will say, than thy 
man not in service. 

Mr. Carnes. If an election were allowed, a man would be entitled to 
continue to get the benefits he is currently getting. 

How would anyone be hurt? They would only elect the higher 
benefit. 

Mr. Brirpsatu. Yes; if you provided such. I was merely talking to 
the principle of reduced benefits in case that was done. 

Mr. Carnes. You mean on the offset feature ? 

Mr. Birpsatn. Yes, sir. 

Mr. Bares. You do not mean a reduced benefit, but an equalizing, 
adjusted benefit ? 

Mr. Birpsauu. Yes, sir; based on an equalizing philosophy. 

It does, however, involve your other insurers who die of some outside 
cause or outside the service. 

Mr. Bares. It would be an adjustment which they would receive 
where they would be paid less for something which happened in the 
past, but they would get more because of the election. That would 
be your situation ; would it not? 

Mr. Brrpsauu. Yes, sir. 

Mr. Carnes. Mr. Bates, do you mean that under any conditions 
that anyone would get less than they are currently receiving ? 

Mr. Bares. No; but I thought tie. Birdsall was suggesting that 
at the moment. 


Mr. Brrosauu. No; I felt that your question got us into the matter 
of offset. 

Mr. Carnes. It does, but only if it applies to the election. 

Mr. Brrpsauu; That is true. : 

Mr. Carnes. All right, let us proceed on here, Mr. Birdsall, to page 
6 of the letter, beginning with the fourth paragraph down there, to 
this effect. 

A crucial difference between the Kaplan proposal for service compensation 
qovering future in-service death and the existing death compensation plan 
administered by the Veterans’ Administration lies in the fact that amounts 
payable under the proposal would vary in accordance with the rank or active-duty 
pay grade of the deceased serviceman, 

We would appreciate having the comments of the Veterans’ Admin- 
istration as to whether they think that it is advantageous or disadvan- 
tageous for VA compensation to be predicated upon a pay scale of the 
man at the time he became decased ? 

Mr. Brrpsautu. Well, there is a historical foundation only there on 
that. Of course, we did have rank as a factor in the old general 
pensions law for a number of years where the rates varied, for exam- 
ple, for disability, for the survivors dependent upon the rank of the 
person while he was in service. 

These variations, of course, due to the value of the dollar in those 
days, and looking at it now, the amount does not look like very much. 
For instance, the widow of an enlisted man who was killed in line 
of duty received $12 a month; the widow of a lieutenant would prob- 
ably get $14; a captain’s 3 widow would get $16 or $18, and it went on 
up to $24 and $30 was the lieutenant colonel or higher. 

Now, the situation from 1917 on was the other way. There was 
a long debate on the question. We discussed the question of rank in 
regard to the new law, and it was decided that under the draft system 











STUDY OF SURVIVORS BENEFITS 165 


since the large bulk of your servicemen were being taken from civilian 
life that consideration should be given to eliminating that factor, and 
after full consideration and extensive debate, to which we make refer- 
ence and document, we decided that rank should not be a factor in 
a system of gratuity, and a system of compensation for service-con- 
nected deaths. That takes care of the bulk of the men who serve. 

That is the historical end of it. 

Mr. Carnes. Yes, sir. 

Mr. Brrpsau. In other words, it is traditional that that had been 
the policy of the Congress and that is documented. 

Now, of course, then you have the matter that if you get into the 
other field of differenti: iting as to rank, you have the concomitant 
feature that you will have an effort to come right back to the funda- 
mental plan which you have had in effect over these years. 

Mr. Kean. May I ask a question ? 

Mr. Carnes. Mr. Kean has a question. 

Mr. Kean, Mr. Birdsall, I have a good deal of sympathy with the 
Veterans’ Administration’s position in this matter, because there is no 

rank in death. However, under the social-security program there 
would be some additional benefits for those who have higher pay, and 
I wonder if it would not be possible to have the Veterans’ Administra- 
tion continue its present program of no rank in death, and pay exactly 
the same amount and then have some benefit coming in for the higher 
paid personnel under the social-security plan. It seems to me that 
makes sense. 

Mr. Brrpsaty. Of course, that and the other proposition of the in- 
service contributory plan which would be divorced from social] secu- 
rity, might be another consideration, sir. 

Mr. Carnes. Do you mean by that the in-service contributory plan ? 

Mr. Brrpsaty. I mean the depository plan without any reference to 
social security. 

Mr. Carnes. You mean an independent plan ? 

Mr. Brrpsauu. Yes, sir; the reason I say that, Mr. Carnes, is because 
the moment you get into the other contributory p hon we have this 
effort here which I mentioned earlier which gets into our program to 
compensate and offset the expense to the Government in administering 
that contribution of the tax. ' 

Mr. Carnes. To digress from the latter just a moment, and pursue 
Mr. Kean’s suggestion for a minute, at the present time, Mr. Birdsall, 
you have two different benefits within the Veterans’ Administration 
which are administered separately essentially, and the beneficiaries 
have to file separate claims both for the gratuitous indemnity and for 
your VA compensation payments. 

In keeping with Mr. Kean’s suggestion, it might be very difficult to 
make the compensation for beneficiaries higher, but could not that 
compensation to the beneficiaries be upgraded, and absorb the indem 
nity, and instead of making 2 payments, merely make the 1 payment. 

Mr. Brrosati. Mr. Carnes, I would say that a lot of times the ques- 
tion of nomenclature has a great deal to do with the picture. 

If you take the insurance factor, so to speak, which is an inde- 
pendent philosophy, and place that into your compensation program, 

for all intents and purposes that is an increase in compensation. That 
is compensation, and you still have the argument that you have the 
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apparent ability to secure insurance when they come into active service, 
and they want that. 

It is a different plan. If you can hold to that theory and have it 
cee is all right. 

Mr. Carnes. But you feel that unless you can have that theory ger 
er: lly accepted it is ‘best to keep the two Systems 5 do vou not? 

Mr. Brrosau. I believe there are two separate systems; yes, sir. 

Mr. Carnes. All right; fine. 

I might say in Mr. Higley’s letter to the chairman he devotes a good 
portion of page 9 : and pr actic rally all of page 8 to giving this historical 
reference of the 1917 debate on the floor of the House, and after that 
his last reference is to the affirmation of his thinking and he cites an 
act in 1924. 

Mr. Birdsall, has this subject of paying benefits either on a flat base 
or based upon pay been debated, to your knowledge, in the House in 
the last 20 years? Has there really been a serious discussion of it of 
the same type which prevailed in 1917 % 

Mr. Brrpsary. No, sir. 

Mr. Carneés. Then, Congress, to your knowledge, has not really re- 
evaluated their thinking on this since 1917. It has been an acce »pted 
policy of Congress; is that right? 

Mr. Brrosauy. I would not say that we have not considered it be- 
cause they have extensive hearings and many times different things 
come up in executive session about which we have no knowledge, but 
they have confirmed the precedents all along. 

Mr. Buanp. I wonder, Mr. Chairman, if I might put into the record 
a set of figures which we have just received this morning ? 

Mr. Bates. To what do they pertain ¢ 

Mr. Buanp. It contains information bearing on the ratio of officers 
to enlisted men in the armed services, and it might be helpful to the 
committee. 

Mr. Carnes. What are — figures, Mr. Bland ? 

Mr. Buanp. As of July 31, 1954, our information is that across the 
board in the Army, Navy, vf arine Corps, and Air Force that there is 
approximately 1 officer to 8.31 enlisted men. The percentage of officers 
to the whole services is a little over 10 perce ahaha 11 percent. In 
numbers, the total is 353,955 officers to 2,941,765 enlisted men. 

Mr. Carnes. All right; thank you, Mr. Bland. 

On page 8, Mr. Birdsall, in the center of the last paragraph you say: 
It is felt in general that the present death compensation program administered 
by the Veterans’ Administration is sound and should not be materially altered 


to yield to a social-Ssecurity program nor to accord distinction based on military 
rank. 


Well, in essence, that sentence there is really the crux of Mr. Higley’s 
letter; is it not? 

Mr. Brirpsatu. Yes, sir. 

Mr. Carnes. That is a recapitulation and that is the crux of Mr. 
Higley’s letter? 

Mr. Brrpsauu. Yes, sir. 

Mr. Carnes. All right; and then further in the last paragraph on 
that page it is stated as follows: 

In addition to the consideration of possible adjustments in the death indemnity 


and the repeal of laws conferring Federal employees’ compensation benefits in 
cases of future reserve deaths, the select committee may also desire to give some 
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attention to the question of whether the 6 months’ death gratuity and the free 
indemnity represent a partial duplication of payment 

I would like for you to elaborate on the question of partial duplica 
tion of payments which may possibly exist in the thinking of the 
Veterans’ Administration with respect to the gratuitous indemnity 
and the 6 months’ death gratuity. 

Mr. Buanp. Mr. Carnes, that, again, was thrown out as an area for 
exploratoin. It was not meant to imply a recommendation. It has 
been argued at times, I am sure, that there is an overlapping there be- 
cause your 6 months’ death gratuity is intended partially for the same 
purpose as that which the serviceman’s indemnity is directed. 

Now, there are some differences in the two. The serviceman’s in- 
demnity is a uniform rate without the question of rank entering into 
it. The 6 months’ death gratuity is, in effect, a projection for 6 months 
of the amount of pay received by the man. 

Mr. Carnes. And that amount is paid in a lump sum; is it not?! 

Mr. Brrpsaut. Yes, si 

Mr. Carnes. In fact, ae often it is paid at the military installa 
tion on which the man died within a matter of almost hours after the 
death of the individual ¢ 

Mr. Birpsaun. Yes, sir. 

Mr. Carnes. So, it serves a very definite purpose. However, does 
not the widow have to file with you? 

Mr. Brrpsaw. Yes, sir. 

Mr. Carnes. However, would it not be a reasonable thing to ex- 
pect a period of 30 or 40 days to elapse before she would get the pay- 
ment ¢ 

Mr. Brrpsauu. I think that was the argument on the other side, 
that it was thought always that the 6 months’ death gratuity was 
just sort of a bridge-the- gap proposition so the widow would have 
something in hand to use immediately. 

However, the thing m: Ly. - considered in terms of the amount in- 
volved. On the one hand, it is not a substantial amount involved, but 
on the other hand, it is ie ‘re you have the indemnity and we sug- 
gest that there might possibly be a partial overlap there. 

However, we do not take a position on it. 

Mr. Kean. M: Ly L ask a question ? 

Mr. Carnes. Yes, sir. 

Mr. Kran. In the statement which you made to the effect that you 
felt that in general the present death compensation program admin- 
istered by the Veterans’ Administration is sound and should not be 
mater ially altered to yield to a social-security program, does that mean 
that you are op posed to the present situation of the social-security 
program ? 

I note that in your charts here that when you talk about present 
benefits you only include the OASI payments in the comparisons with 
pr oposed benefits. 

Mr. Birpsaui. We have no objection to the existing program. I 
mean we did not offer any comment, because that is something outside 
our jurisdiction. We are just presenting there the amount he could 
get, and we are offering no comment against it. 

Mr. Kran. Do you recommend the extension of the present social- 
security program at $160? 

Mr. Brrpsaty. We are not recommending it 
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Mr. Kran. You state here that you should not yield to a social- 
security program. 

Mr. Birosatx. I do not think the program should yield to that. 
In other words, I do not think the program should be materially 
changed in order to get that coverage. 

Mr. Carnes. You have no objection to the social-security program 
being a supplemental program; do you? 

Mr. Brrosautx. That is correct. 

Mr. Bares. Your feeling is a little stronger than that; is it not, 
Mr. Birdsall? You are very much interested in the social-security 
program, are you not? 

Mr. Brrpsayu. Yes, sir. 

Mr. Bares. You would not want to just let the whole program 
depend upon what you are paying out, and have no regard for the 
total benefits going to widows and other dependents ? 

Mr. Brrosati. That is correct, sir. 

Mr. Carnes. Mr. Birdsall, let us proceed to the comments which 
you made on the Department of Defense bill. 

This is a rather technical bill, as you know, and as the committee 
knows, and we will not go into detail, but there are 1 or 2 points 
which I want to bring out where there has been comment. 

In paragraph 4 you say that it may be reiterated that the Veterans’ 
Administration is unable to agree that the Servicemen’s Indemnity 
Act should be completely repealed, and that you are of the view that 
in the event of its repeal there would exist a strong possibility at some 
future time a plan of Government insurance or indemnity would be 
restored by law in addition to other benefits. 

I understand what you are speaking of, but I would appreciate 
your elaboration upon that point for a minute, please. 

Mr. Brrosauxz. In the repeal of that law, of course, the plan con- 
cedes recognizing neither benefit as such in their service compensation 
package, but it loses its identity. 

It cannot have the application of insurance; it is just compensation 
to anybody. Therefore, if you have a need for insurance coverage 
now—something in the nature of insurance—it is very difficult to say 
no. The men have difficulties in getting insurance when they go into 
the armed services, and the reasons for the coverage which has existed 
since 1917, we feel, probably could be soundly argued for continuance, 
notwithstanding the fact that you have weighted the package 
payment. 

Mr. Carnes. Regardless, then, of how much VA compensation may 
be increased for employees, or embraces social security or anything 
else, you feel that the identity of something which has been a sem- 
blance of insurance should be kept? 

Mr. Brrpsauu. Yes, sir. 

Mr. Carnes. And you feel that, regardless of how much you in- 
crease all other benefits, if that identity is lost that there would be a 
pressure to reinstate something which, in essence, was an insurance 
provision ? 

Mr. Birpsauw. Yes, sir. It is expected that consideration would be 
given in connection with changes of other plans due to the fact that 
that does exist. 

Mr. Carnes. On page 2—at the bottom of the page—in connection 
with your comments upon the draft bill you state that the definition of 
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a child is somewhat similar to your definition, only they feel that the 
provisions of this bill should be paid until the child becomes 21 years 
of age. 

In the social-security program and in the existing VA compensation 
laws the age is 18. 

Do you hi appen to know any thinking or do you have any comments 
upon their suggestion that these benefits continue until the child be- 
comes 21? 

Why is there a departure with respect to that? 

Mr. Buianp. Mr. Carnes, we are not aware of their practical reasons 
for that. We may simply note that under the death-compensation 
plan administered by the Veterans’ Administration the child is carried 
to age 21 and beyond age 18 only when he is attending school. 

Mr. Carnes. That is correct. 

Mr. Buanp. The theory there is obvious. 

Mr. Carnes. but they did not put in the reservation about depend- 
ents attending an institution of higher learning. 

Mr. Buanp. They do not qualify it at all. Of course, there is one 
other exception which is recognized in both their proposal and our 
laws in there, and that is in regard to a helpless child. 

Mr. Carnes. Yes; and we all realize that. 

On page 3, in the third paragraph of that page, the following state- 
ment is made: 

Subsection 101 (1) of the bill defines “member of a uniformed service” to 
include officers of the Coast and Geodetic Survey and of the Public Health Serv- 
ice. This is an extension of the existing limited coverage of such personnel for 
purposes of either death compensation or servicemen’s indemnity, since it would 
include them under all circumstances without regard to conditions of service. 

As a matter of policy, this is questionable in view of the civilian character of 
much of the activity of these groups. 

Then, I understand that you have some reservations about the Vet- 
erans’ Administration being eligible for pay and compensation bene- 
fits to the Public Health Service and the Coast and Geodetic Survey ; 
is that correct? 

Mr. Birpsautu. Of course, there, again, we would be paying on these 
certifications of death in service on this basis to these groups, and likely 
the same adjudicator would be denying those benefits in the cases 
where they claim for death after service. 

Mr. Carnes. All right, sir. At the present time you are not pay- 
ing any benefits for the Coast and Geodetic Survey and the Public 
Health Service ? 

Mr. Brrpsauu. Unless they are serving in the armed services. 

Mr. Carnes. Unless they are serving with the military ? 

Mr. BIrDsaL, Yes, sir. 

Mr. Carnes. At the present time you only pay those benefits when 
they are on detached duty, and when they actually become an integral 
part of the military service? 

Mr. Buanp. I understand the Coast and Geodetic Survey is covered 
when they are working in connection with hazardous projects for the 
Department of the Army, forexample. Ina time of emergency, such 
as the present period, as well as when they are actually assigned to 
the Army or Navy, the Public Health Service personnel is generally 
covered only when the members are actually assigned or detailed to 
the Army forces in time of war. 
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The President is authorized to issue an Executive order classifying 
the Public Health Service Corps as a part of the military and naval 
forces. 

Mr. Carnes. 11 ‘ealize that, but where you are covering only a few 
peop le, the VA benefits and social-secur ity benefits would be le ss than 
the FECA benefits, would they not, in a great many cases / 

Mr. Buanp. That is correct. 

Mr. Carnes. All right, si 

Mr. Bares. There is drawn a distinction between the Coast and 
Geodetic Survey and the Public Health Service between the category 
in which the Coast Guard falls, even though by law they are pretty 
much on the same basis # 

Mr. Buanp. The Coast Guard, by law, in the Veterans’ Administra- 
tion, 1s covered. 

Mr. Bares. I am talking about its position relative to the De part 
ment of Defense. The Coast Guard is a civilian organization in 
peacetime operating under the De spartment of the T reasury. 

Mr. BLanp. That is correct. 

Mr. BATES. These organizations which have been mentioned are 
civilian organizations, except in times of emergency; is that right? 

Mr. BLanp. Yes, sir. 

Mr. Bares. So, under certain circumstances they both become part 
of the armed services / 

Mr. Buanp. Yes; that is right. 

Mr. Bares. But, so far as the peacetime aspect of the Coast Guard 
is concerned, you feel that they should be included with the armed 
services for these purposes 4 

Mr. Buanp. I will say this, Mr. Chairman: They have been included 
for all veterans benefits on the theory that they are in effect engaged 
in active military service. That isa matter of degree. I am not pre- 
pared to argue how closely they are to the civilian activity as distin- 
guished from the military activity. 

Mr. Bares. But their actual establishment is pretty well predicated 
upon the same structure as the Coast and Geodetic Survey. 

Mr. Buanp. I think that could be argued, but it is just a question of 
degree, as I said. 

Mr. Carnes. Let us proceed on to page 4 of the letter, and the first 
paragraph thereof: 

In setting up the Department of Defense draft bill and trying to 
implement the Kapl: in recommendation there is quite a bit of language 
with respect to insurance, and you state as follows: 

These various amendments to the insurance provisions are evidently con- 
sidered to be necessary because of the repeal of the Indemnity Act and the sub- 
stitution of the plan of service compensation, plus OASI benefits 

It is difficult to perceive a justification for certain of these revisions No at- 
tempt will be made to examine them in detail, but special attention should be in- 
vited to the proposed amendment to section 619 as contained in subsection 301 
(d) of the bill, which would require persons in service on or after the date of 
enactment to convert any term policy of national service life insurance which 
they may have to a permanent plan policy within 1 year, or to have the term 
policy suspended until separation from active service. 

Mr. Birdsall, in this language here the Kaplan Commission is de- 
manding that a person convert their term insurance to a permanent 
plan within 1 year; are they not? 

Mr. Brrpsaui. Yes, sir. 
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Mr. Carnes. But, when the Congress passed the gratuitous indem- 
nity act, it did not allow anyone to have a permanent plan of insur- 
ance ; it would only allow them to have term insurance, is that correct ¢ 

Is not there a little inconsistency in the recommendations of the 
Kaplan Commission‘ In one instance you are telling the serviceman 
he can only have term insurance and in the other you are telling them 
you canot have term insurance. 

Mr. Birpsauu. Yes, sir. 

Mr. Carnes. | would appreciate your elaborating upon that a little, 
especially where it is stated, “or to have the term policy suspended 
until such separation from active service,” but if a person does not 
suspend that policy then they have to convert to a permanent plan ¢ 

Mr. Birpsatu. That is right. 

Mr. Carnes. And if that policy is not suspended, would they be 
cntitied to all the rights and benefits of that policy ¢ 

They would not be entitled to the right of election of FECA and 
the optional settlement option; would they ¢ 

Mr. Brrpsau. If they could make it stick, but I doubt if they could 
make it stick. 

Mr. Carnes. It is a question of abrogating the contract; is it not? 

Mr. Brrpsauu. Yes, sir. 

Mr. Carnes. We do not want to pursue that too far this morning, 
but, Mr. Knapp, would you comment on that, please 4 

Mr. Knapp. It is difficult to perceive the ob yyective of the Kaplan 
Committee recommendation on that particular score but, be that 
as it may, it is very true that their attitude toward term insurance, 
as embodied in that provision, is definitely inconsistent with the policy 
of the Congress which was established under Public Law 23 wherein 
they said that insurance after separation from the service can be 
only term insurance, and not be converted. 

Mr. Carnes. I think we have sufficiently established, Mr. Chair 
man, for the record, that there is a basic inconsistency there, and we 
may pursue that at a later date. 

Mr. Bares. Any changes which they suggest which are new will be 
a deviation and inconsistent with past law. 

Mr. Kwnarr. That is right, and I think Mr. Carnes is pointing out 
that that is an area where there is a definite conflict in approach. 

Mr. Carnes. Turning to page 3, and this is the last comment which 
we will make on the letter, I will not read the exact language because 
it is quite lengthy, but you take exception with that provision of 
the bill which says that the Secretaries of the respective services will 
certify to the Veterans’ Administration in the case of inservice deaths. 

I think, Mr. Birdsall, that you interpret that to mean that they 
would certify to you all that a man had died, and that you would 
make payment, but would have no right of adjudication or of exam- 
ining the claims. 

However, in the Department of Defense bill itself, it does say that 
the Administrator of the Veterans’ Affairs has the right to require 
any such additional information as may be required. It is not an 
absolute mandate that you pay upon those veterans’ claims, but they 
were hoping to expedite the thing by making a certification to the 
Veterans’ Administration. 

What phase of that is objectionable to your Department ? 
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Mr. Birpsauti. The point there is that we comment adversely, as 
a rule, on any matter where a purely administerial function is assigned 
to the Veterans’ Administration to load up appropriations and require 
us to request money of Congress where we do not have the respon- 
sibility, which might lead to a request for lesser amounts to handle 
the eligibility or adjudication. 

Mr. Carnes. What you are saying is that if you are going to pay 
the claims you ought to do the : adjudie: ating ? 

Mr. Brrpsatn. We ought to determine the entitlement; yes, sir. 

Mr. Carnegs. Mr. Birdsall, if some plan similar to the Kaplan Com- 
mission recommendation were put into law, and the two prime sur- 
vivors benefits paid were those of Veterans’ Administration com- 
pensation and social-security payments, assuming that the 6-month 
death gratuity would be a fairly automatic payment, do you feel 
that there is any way possible for the survivors to deal with merely 
l agency or 1 grcup in applying for both social-security credit and 
the VA compensation, because if you wanted to keep the indemnity 
and gratuitous program such as you have said this morning, that 
would be a third program for which a survivor would have to file. 

So, my question is: Is it possible or feasible to have one central 
adjudicating service for both the Veterans’ Administration and the 
Social Security Administration ? 

Do you feel that something could be mutually worked out to your 
satisfaction ? 

Mr. Brirpsauu. I think that we should go into every angle of that 
to see whether that is practical and feasible, but on the other hand, 
naturally our thinking goes into the proposition that you have an 
agency over here administeri ing their particular law and that includes 
the determination of legal questions involved under their statutory 
plans. 

The responsible law officer there is their general counsel or solicitor 
and over in our agency we have a general counsel and you have your 

channels of review and there would have to be a w ay of coordinating 
that. 

I do not see how you could do it without a law because, really, that 
is a legal matter which rests within the agency itself as to the ad- 
ministration of the particular law. 

So, you would be confronted with that question, of course, but I 
think we could look into that very thoroughly to see what, adminis- 
tratively, could be done to facilitate the very matter which you 
mention. 

I would like to say this much for the record : 

I think it was mentioned yesterday that in connection with separate 
applications for gratuitous indemnity and the death compensation 
that one adjudicator, we will say, would send out thé notice to the 
person who would be entitled to the indemnity and would send out 
a notice to the person who would be entitled to death compensation. 

That may not be the same individual in each case, nl when those 
claims come back, they are adjudicated by the same office and the 
same individual. 

Mr. Carnes. But, if they are sent to the same individual, and that 
individual applies for the gratuitous indemnity and she may get that, 
but she may be eligible for VA compensation and until such time as 
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she does apply for VA compensation she would not get the payment; 
is that correct ? 

Mr. Brrpsatu. She would have both forms to execute at the same 
time. 

Mr. Carnes. But she would have to actually execute both forms 
before she would get the payment ? 

Mr. Brrosatu. Yes, sir. 

Mr. Bares. Mr. Birdsall, I know some of these matters present prob- 
lems to the various agencies, but I am not particularly concerned about 
that, because the reason for your existence and the existence of other 
agencies is to take care of these people who are concerned—the sur- 
vivors of these people. 

Mr. Brrosauu. That is right. 

Mr. Bates. I brought up the point the other day which had to do 
with a personal experience which I had where a lady had her husband 
to die, and the representative of one of the services went out to talk 
with her in regard to her claims. 

This representative asked her to fill out these two forms, and stated 
that if she filled them out correctly she would probably receive the 
payments, but that he did not know much about the forms, and for 
her to make out the forms anyway. 

Here is the case of a lady who is destitute, and in a terrible position 
trying to make plans for the future having a representative of the 
Government go out there and relate a story like that. 

It is an intolerable situation, in my opinion. We should make it 
a lot easier for these people. They are the ones whom I am primarily 
concerned with. 

Mr. Brrpsauu. I am certain, Mr. Chairman, that the administrator 
has the same concept as you have, that these benefits should be 
promptly granted, and they should get every bit of insurance and in- 
formation regarding their rights as promptly as possible. 

Mr. Tracur. Did not the Veterans’ Administration make payments 
for the Army for a considerable period of time? 

Mr. Brrosauu. On retirement, you mean?’ Yes, sir. 

Mr. Tracur. Was there confusion or trouble there? In other words, 
were they receiving 3 or 4 checks? 

It seems that we have to consider some way of boiling it down to 
one check coming from some place. There is no reason why a survivor 
should receive a half-dozen different checks from different agencies. 

Mr. Brrpsatu. We were working in those cases with compensation 
and retirement. 

Mr. Treacur. The Department certified to you that so and so was en- 
titled to so much or a certain amount of money, and that was paid to 
them ? 

Mr. Brrpsauu. Yes, sir. 

Mr. Bares. Have you given any thought to a clearinghouse and a 
separate agency where the one form could be used, and have represen- 
tatives of the various organizations in this particular clearinghouse to 
facilitate the whole problem ? 

Has any thought been given to that? 

Mr. Birpsaux. As I mentioned before, I think it is a question there 
as to the statutory responsibility for the adjudication of a particular 
benefit which is being administered by the agency. 
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Mr. Bares. You would have your representative in this particula 
agency which I envisage ¢ 

Mr. Birpsatn. Well, that might be all right, insofar as accepting a 
claim is concerned. I think, however, as to adjudicating the entitle 
ment and making the awards and clearing those, you have the re 
sponsibility in these matters resting with the agency concerned. 

Mr. Carnes. You mean you would actually have to have thi 
physical documents to substantiate the claim / 

Mr. Brepsaun. Yes, sir; that is correct. You would have to have all 
claims information that you would get from the claimant such as 
proof of marriage, and what not, and proof of the birth of children, 
and all of those things. 

Mr. Traeur. One point which the chairman is making is that a lot 
of people are entitled to these benefits, and know nothing about them, 
and do not receive them because they have to apply for them. 

Mr. Brrosati. We notify them, Mr. Congressman, as soon as we get 
the report of death. We notify them as soon as possible. 

Mr. Bares. I think we will show Friday rather conclusively that 
while these people may be notified that there are a rather large per 
centage, relatively speaking—I do not mean large percentage in 
figures—but relatively speaking there is a great number who are not 
receiving all of the benefits to which they are entitled, today. 

Mr. Brrosatyi. Under the Veterans’ Administration ? 

Mr. Carnes. Partially under the Veterans’ Administration, but 
especially true under social security. There are some FECA cases 
where all of the evidence indicates that the persons are fully entitled 
to the FECA payment. We have information in regard to 15 cases 
in January having to do with in-service deaths where there were 15 
individuals whom the Department of Labor says they see no reason 
why these people are not eligible for FECA payment which would be 
greater than VA payments, but yet they have not filed, even though 
the death occurred in January of this year. 

We are going into that Friday, but on the gratuitous indemnity 
of $92.90 a month there are a surprising number of people who are 
not receiving that as yet, or were not receiving it as of August of this 
year ; however, we will pursue that point on Friday. 

Mr. Brrvsatt. I would like to say that we certainly in the Veterans 
Administration feel very strongly that we must do everything we can 
under existing policy to try to help to accomplish the very objectives 
which Congressman Bates mentioned, and to see what more we can 
find that we can do. 

Mr. Bares. I am not saying that you are not doing all you ean. 

Mr. Brrensaty. I mean on this other question of the rendering of 
service to the beneficiaries, regardless as to whether it involves social 
security or anything else. 

Mr. Danis: We have an immediate problem, Mr. Birdsall. Our 
time is getting very short. We must make a report before the first 
of the year. 

Mr. Brrosatu. We shall see what we can do. 

Mr. Carnes. Mr. Hardy asked me to ask one question, inasmuch 
as the committee has under consideration the recommendation that 
the gratuitous indemnity be abandoned, as was suggested by the 
Kaplan Commission—or to be discontinued and, maybe, that would 
be a better phrase or choice of words—he would like to know whether 
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or not in your opinion or in the opinion of the Veterans’ Administrie 
tion the gratuitous indemnity has served a very real purpose in its 
short life span of 3.5 years, and whether or not any such program has 
been more costly < or less costly to the Federal Government than if 
national life service life insurance had continued in existence for the 
same period of time? 

Mr. BIRDSALL. | think we could answer both of those q lestlol vith 
one answer. 

First. we believe that the program has been a satisfac tory program, 
and also we believe that the contemplation of savings at the time it 
was enacted would probably be borne out. Those remarks are subject 
to any comments which Mr. Gerardi would like to make, sir. 

Mr. Bares. Do you have some figures on that? Is that costing 
$77 million a year? Is that what the cost is today ? 

Mr. Gerarpti. I could not give you any figures on that. Asa matter 
of fact, I do not think anyone is really pre pare “d to say whether there 
has been a savings on the basis of t he « omp' irison of the two systems. 

Mr. Bares. I have seen some figures floating around. I remember 
about 6 or 8 months ago I saw some figures and, as I recall the figure 
for administrative purposes, it was about $47 million at the time the 
bill was passed, and that a year ago it was about $52 million, and 
that it has now dropped down to about $27 million this year. 

Mr. Gerarpt. I can only speak from my impressions. I think it 
can be shown that there are administrative savings. 

Mr. Bares. There are figures around, but I do not know where I 
sawthem. I know some Government agency has figures on that. 

I believe the Veterans’ Administration downtown sent them to me. 
However, will you check into that and see if you have them ? 

Mr. Birpsaty. We would be glad to put that information into the 
record, Mr. Chairman. We do not have it at our fingertips at the 
moment. 

(The matter referred to is as follows:) 

(The following memorandum dealing with administrative savings 
resulting from the enactment of Public Law 23, 82d Cong., covers 
those savings in the VA insurance operations only. The VA has no 
information with respect to administrative savings which may have 
been realized in the Military Establishment as the result of enactment 
of Public Law 23.) 


OFFICE MEMORANDUM, UNITED STATES Gov 


To: Assistant Administrator for Legislation. 
From: Assistant Deputy Administrator for Insurance 
Subject : Administrative Savings resulting from Public Law 23. 

1. In accordance with an informal request from the Bates ect com! e 
you are advised that the estimated administrative savings to the Veterans’ Ad- 
ministration as a result of Public Law 23, approved April 25, 1951, will have 
totaled $29,950,000 through the Fiscal Year 1956 ending June 30, 1956 

2. It has not been practicable to estimate savings beyond the Fiscal Year 1956 
as that is as far as budget projections have been made It is believed, however, 
that the net savings will be approximately $10,000,000 a year thereafter if the 
armed forces are maintained at their present strength through the same rate 
of accessions and separations that have been in effect for the past two years 
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3. The breakdown of the estimated savings and added expenses by fiscal years 
and major identifiable items is as follows: 


- | 
Savings from 
} new issues 


j j 


| 
: | | 
Savingsin | | Added cost | 
maintenance |Gross savings} from sec. 5 | Net savir 


cf accounts and sec. 622 | 


$4, 100, 000 $1, 350, 000 4, 450, 000 $5, 000, 000 $450, 00 
3, 250, 000 3, 700, 000 3, 950, 000 2, 500, 000 4, 450, 00K 


2, 700, 000 5, 850, 000 550, 000 2, 000, 000 6, 550, 00K 
2, 450, 000 7, 300, 000 . 750, 000 1, 500, 000 8 250, OX 


2, 350, 000 8, 900, 000 11, 250, 000 1, 000, 000 10, 250, 004 


4. It is impossible to segregate costs arising from Public Law 23 or to estimate 
savings afforded by that law with complete accuracy. All figures arrived at ir 
our estimate have been rounded off. I do wish to point out, however, that in 
estimating the savings in maintenance of accounts, the largest figure involved, 
we have used the going rate for maintenance of all accounts, whereas the ac- 
counts involved would for the most part have been handled by allotment. Allot 
ment accounts obviously are less expensive to maintain than direct pay accounts 
which require posting of every remittance, whereas allotment accounts require 
posting in only the beginning and end of an allotment. In general, it is believec 
that the totals arrived at are reasonably accurate with any error being on the 
high side. 

5. It might be well to explain that the added cost from Section 5 and Section 
622 of the Act arose from more than 2,000,000 applications for waiver of premium, 
the accompanying discontinuance of allotment, and a greatly added volume of 
cash surrenders to take advantage of the indemnity. In more than a million 
cases the effective date of allotment discontinuance did not match the effective 
date of the waiver. In approximately half of the cases there was a deficiency 
of one or more months, and in half the cases an overpayment of one or more 
months. This agency attempted to refund the overpayments through the service 
departments, but it proved impracticable to do so because such a large percentage 
of the pay accounts concerned had been closed out at discharge. The over- 
payments were then held as a credit to be applied at the time the insured resumed 
payment, or to be refunded at his specific request. This process is still going 
on as are great numbers of other miscellaneous adjustment actions on the waiver 
cases. 

6. This office will be glad to furnish any further information that may be 
desired. 

E. O. GARDNER. 


OrriceE MemMorRANDUM, UNiITep States GOVERNMENT, 


NOVEMBER 24, 1954. 
To: Assistant Administrator for Legislation. 
From: Assistant Deputy Administrator for Insurance. 
Subject: Estimate of claims cost of Public Law 23. 

1. In accordance with an informal request from the Bates select committee, 
you are advised that it is estimated that the additional claims cost to the Gov- 
ernment resulting from the indemnity and section 622 waiver provisions of Public 
Law 23, April 25, 1951, will reach a total of $277,094,400 by the end of the fiscal 
year June 30, 1956. This estimate has been computed as follows: 

a. It is estimated that the total claim cost of Public Law 23 through fiscal year 
1956 will be as follows: 


Servicemen’s indemnity—Face $361, 000, 000 
Section 622—Face amount-_- ; 167, 000, 000 


EE eosin iechessictcenth nee tniesse loa tetucaled bbls atdmabnaes . §28, 000, 000 


b. In order to arrive at what this legislation has cost the Government in claim 
benefits it is necessary to apply three discount factors to the total of $528,- 
000,000. In the absence of Public Law 23 it must be assumed, first, that probably 
only about 96 percent of the members of the Armed Forces would have partic- 
ipated in aninsurance program. This is roughly what the percentage was during 
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World War II. Secondly, the average size policy would have been in the neigh- 
porhood of $9,000 instead of the $10,000 paid under the indemnity. Thirdly, the 
Government would have had to assume all extrahazard claims included in the 
above amount. From an analysis of available statistics it is estimated that 
approximately 55 percent of the claims during the period since June 1950 would 
have been extrahazard. 
ce. Applying the three discount factors enumerated above produces the following 
result: 
$528,000,000 [1— (.96X.9x .55) ] =$277,094,400 
This amount of $277,094,400 represents as close an estimate as we can 


own sulin in the time allotted of the claim cost to the Government of Public Law 23. 
BE. O. GARDNER. 


Mr. Bares. Mr. Gerardi, you have been hedging a little bit. You 
said you did not think it could be shown that there were any admin- 
istrative savings. 

Mr. Gerarpi. I said I think it can be shown that there were ad- 
ministrative savings. 

Mr. Barres. W ha at about the other parts of the program, especially 
in view of the Korean war, and the extr: ahs izard deaths which have been 
involved ? 

Mr. Gerarpt. I seriously doubt whether that information is readily 
available. You would have to dig down into it to get the figures. You 
could get those figures, I think, but I think it would entail an extensive 
study to determine them. 

Mr. Carnes. Superficially you are not acknowledging any savings 
in the program itself, then ? 

Mr. Gerarpt. I did not say that, Mr. Carnes. I am not prepared 
to state the situation, but I think we can get the figures. 

Mr. Carnes. Well, I do not think that is necessary. We will accept 
Mr. Birdsall’s language. 

Mr. Bares. Mr. Carnes, you can obtain the administrative costs; 
you can get those figures? 

Mr. Gerarpi. I understand that there were some figures, but I have 
not seen them. I think that rather the import: unt thing was the man- 
power savings, and the elimination of other factors. 

Mr. Bares. That is the figure I am talking about. 

Mr. Gerarpi. Yes, sir. 

Mr. Carnes. One of the other virtues is the fact that 1 out of every 
9 men killed in Word War II at the front had no national service Lite 
insurance, while every man killed in Korea was covered under this 
gratuitous indemnity. 

Mr. Gerarpi. Yes, sir. 

Mr. Bares. That is an important factor. 

Mr. Carnes. Mr. Chairman, those are all the questions I have this 
morning. 

Mr. Bianp. I can give you the figure which Mr. Teague asked for 
a moment ago. Mr. Dyess has computed them. These are in-service 
cases, and only cases involving in-service deaths. 

As of June 30, 1954, there was a total number of 37,073 cases here in 
which there was either aw idow or children in addit ion to parents, and 
those 37,000 plus cases involved 49,012 parents. 

Mr. Carnes. Under the Kaplan Committee’s recommendations 
these 49,000 parents would have received no benefits whatsoever ? 

Mr. Bianp. That is our understanding of the report; yes, sir. 
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Mr. Brrosatu. This is a little out of line with the subject under d 
cussion at this time, but I think probably before we close you might 
want to have inserted in the record this statement with reference t 
the number of national service life- and United States Government 
life-insurance policies in force; by plan, as of August 31, 1954, whicl 
shows 1,180,591 national service life- and 59,000 United States Gov 
ernment life-insurance policies in force owned by members of the 
Armed Forces. These policies were under section 622 waiver or 
premiums being paid by allotment. Also the servicemen have an ad 
ditional number of policies in force by paying premiums directly t« 
VA. The total amount of those policies is relatively small, but that 
approximately a statement as to the totals given me. 

Mr. Bares. Without objection, that will be incorporated in the ree- 
ord at this point. 

(The matter above referred to is as follows:) 

ASSIST ANT ADMINISTRATOR FOR LEGISI ATION 
(Attention: Mr. Ogle, room 1023, Veterans’ Administration Building. ) 


In accordance with your request there is attached information on the number 
of national service life- and United States Government life-insurance policies in 
force, by plan, as of August 31, 1954. On this same date there were 1,180,000 
national service life- and 59,000 United States Government life-insurance poli 
cies in force, owned by members of the Armed Forces. These policies were under 
section 622 waiver or premiums were being paid by allotment. Armed services 
personnel also maintain an additional unknown number of policies in force by 
paying premiums directly to the VA. The total of such policies is thought to be 
relatively small. 

E. O. GARDNER, 
{ssistant Deputy Administrator, Department of Insurance, 
NOVEMBER 16, 1954. 


U. 8. Government life-insurance policies in force, Aug. 31, 1954 
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Mr. Tracue. Just to get a concrete expression on the opinion that 
the VA kicked around, I understand there are any number of people 
who would like to see the compensation program discontinued and 
Social Security take it over. The position of VA is that they have 
to be the sole responsibility on that and the VA objects to Social 
Security taking over the compensation program. Is that correct ? 

Mr. Brrosauyi. That is true. 

Mr. Bares. Do you have any further comments you would care to 
make, or any of your associates here ? 

Mr. Brirpsati. We appreciate your kindness to us very much, sit 

Mr. Bares. We certainly appreciate your coming here and giving 
us these wonderful charts and these fine statements you have given us. 

Mr. Birosaui. Thank you. 

Mr. Bares. Now, do we have the representatives of the Depart- 
ment of Health, Education, and Welfare here? 

Mr. Davin. Yes, sir. 

Mr. Bares. If you will come forward, please, and give your names 
to the reporter. 


STATEMENTS OF ALVIN M. DAVID, ASSISTANT DIRECTOR, BUREAU 
OF OASI, AND ROBERT J. MYERS, CHIEF ACTUARY, SOCIAL 
SECURITY ADMINISTRATION 


Mr. Carnes. There are just a few questions that we would like to 
ask. The first thing I would like you to expand upon is to comment 
on Mrs. Hobby’s reply of October 28 to the chairman’s letter of Octo- 
ber 7 ‘. 

Do you have that letter available? 

Mr. Davin. Yes, sir. 

Mr. Carnes. I wonder if you would elaborate to the committee on 
what the administrative details may be. That is, what would be in- 
cumbent upon the Department of Defense to supply you with sufficient 
information to properly enter these wage credits if the military were 
put under social security on a contributory basis; the possible extent 
that would require additional military personnel other than those who 
are employed now, and also some mention was made of the possibility 
of going to an annual amount. 

If you will elaborate on these points, that is very important to the 
committee—the administrative detail and what would be incumbent 
upon the military. 

Mr. Davi. Mr. Chairman and members of the committee, we have 
not worked out any details of how the Defense Department would 
make old-age and survivors insurance reports under the proposal for 
contributory social-security coverage as made by the Kaplan Com- 
mittee. We have had preliminary discussions with them, but those 
have gone only so far as to work out the general approach, and I 
would say the conclusion from those discussions has been that we 
have not seen any major administrative problems in the reporting of 
wages for OASI purposes under this plan. 

I should also say, of course, that the main responsibility for the 
initial work in collecting wage information and contributions under 
this plan would reside in the Bureau of Internal Revenue; so that 
anything we may say about the mechanics of collecting the informa- 


tion and taxes should be checked with them, because the “vy are the ones 
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who have the responsibility. We have cooperated with them in pre- 
liminary explorations of the subject. I think they would agree with 
us there are no major problems. 

As to how many people would be required in the Defense Depart- 
ment to make those reports, of course, I could not venture a guess. 
But let me say this: Under the proposal as made, it would not be 
necessary to report the actual amount of wages. There would be 
reporting only of the wage class, or wage interval, for each of the pay 
grades in the Armed Forces. 

There is a proposal in the Kaplan report and the Defense Depart- 
ment bill that all enlisted men and officers be divided into five pay 
classes, and the report would only show the amount of the total pay, 
including allowances as fixed for each class. The service department 
would report the name, the social security account number, and an 
amount of wages corresponding to the pay grade the individual had 
at the end of each month of service. Each pay grade would be trans- 
lated into dollars, like $200 a month for the first 2 pay grades and $350 
for the top grade, and these dollar amounts are the ones that would 
be reported. 

Under present law, social-security reports are filed quarterly. We 
have been working with the Bureau of Internal Revenue on a plan 
under which these reports would be made annually. We hope, by 
the time service in the uniformed services is covered, if it is to be 
covered under the old-age and survivors insurance system, that we 
would have in effect a system of annual reporting for covered em- 
ployers generally, so that there would be only one report during the 
year which the services would fill out. And it would be a simple 
report because of this breakdown into pay classes. 

Mr. Carnes. Do you think this committee should have a report from 
the Bureau of the Budget to further expand on that, or do you think 
they are in a position to be able now, really as a result of experience, 
to give reports like this at all military installations, especially those 
in the East where they had several thousand people and they had 1 or 
2 men, supposedly, in the Armed Forces doing nothing but preparing 
the detailed reports in connection with the administration of national 
service life insurance? 

Mr. Dav. I do not know how much detail there was in that. We 
think we have minimized the detail here. 

I might say under present law, as you recall, the armed services 
have civilian employees in large numbers who : are covered under old- 
age and survivors’ insurance, and they are in various installations all 
over the world and they are reported now. So far as we know, there 
has not been any problem and we have never heard reports that the 
work was considered burdensome. 

Mr. Carnes. I believe you told me on the phone you have a brief 
prepared statement. Would you like to read that at this time, or 
would you rather submit it for the record? We would be very glad 
to have you do either way. 

Mr. Davin. I would be glad to read it; but I think in view of your 
short time that I had better not dothat. I will be glad to submit it for 
the record. With your permission, I might run through it very briefly 
and summarize a few points and leave out the ones of less consequence. 

Mr. Bares. Proceed in your own fashion. 
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(The statement above referred to is in full as follows:) 


Mr. Chairman and members of the committee, my name is Alvin M. David 
I am an Assistant Director, Bureau of Old-Age and Survivors Insurance, De 
partment of Health, Education, and Welfare. I appreciate this opportunity to 
testify on the proposal to bring members of the uniformed services under the 
regular contributory provisions of the old-age and survivors insurance program 
As pointed out in the report which Secretary Hobby sent to the committee on 
October 28, the Department is of the opinion that extension of the Federal OASI 
program to the uniformed services, in lieu of the gratuitous wage credits which 
are due to expire June 30, 1955, would improve the retirement and survivor 
protection of servicemen. It is my understanding that you are particularly 
interested in the duties and responsibilities that would be imposed upon the 
several Government departments and upon the servicemen if this proposal were 
adopted and that you would like for me to outline and discuss briefly the ad 
ministration of contributory old-age and survivors insurance coverage of mili 
tary personnel from the standpoint of the Department of Health, Education, 
and Welfare. 

I cannot, of course, specify the precise method that would be used by the 
Defense Department or the services to report and remit the social-security con 
tributions for military personnel. The Department of Health, Education, and 
Welfare is responsible only for administering the benefit provisions of the 
social-security law. To fulfill this responsibility the Department must obtain 
reports of the amount of each covered individual’s earnings and record these 
amounts in the individual’s social-security account. The Internal Revenue 
Service in the Treasury Department has the responsibility for administering 
the taxing provisions; the Secretary of the Treasury has authority to issue regu 
lations concerning the time and method of filing social-security tax returns and 
tax remittances. There is, of course, a very close and continuing cooperation 
between the two Departments in carrying out their respective duties and ré 
sponsibilities. 

Up to the present time, the Treasury Department has not developed a report- 
ing plan for the military services. However, representatives of this Depart 
ment have met with representatives of the Treasury and Defense Departments 
informally to discuss the desirability and feasibility of extending social security 
to the military services. The conclusion reached in these discussions has been 
that there are no major administrative difficulties to the old-age and survive 
insurance coverage of military personnel. 

As a result of study by the Department of Health, Education, and Welfare 
of alternative proposals for administering coverage and our experience in 
operating under the present law, which now covers most types of employment 
and self-employment, this-Department is convinced there is no question as to the 
administrative feasibility of bringing the services under social security. Several 
different reporting systems are now used in securing tax and wage data for 
social-security purposes; each plan was designed to meet the special needs of 
the particular group. The most commonly used system, based on quarterly 
reports of wage information, is applicable to millions of employers in commerce 
and industry. 

Before reviewing the salient features of this reporting method from the 
standpoint of the provisions contained in the Defense Department bill that 
would extend old-age and survivors insurance coverage to military personnel, 
I want to again emphasize that the Treasury Department has anthority and 
responsibility for planning and determining the method that shall be used. 


MILITARY SERVICE TO BE COVERED 


Old-age and survivors insurance would cover military service defined to in- 
clude active service of enlisted personnel and commissioned and warrant officers 
in all branches of the Armed Forces and in the Public Health Service, Coast 
Guard, and Coast and Geodetic Survey. 


WAGES DEFINED 


Wage credits under old-age and survivors insurance for personnel of the uni- 
formed services would be given by pay grades in an amount designed to ap- 
proximate the amount of gross pay (inclading subsistence and allowances). A 
graduated pay schedule would provide for a $200 wage credit for the lowest 
enlisted grade, and proceed by several steps to 8350 a month for the highest 
enlisted grades, warrant officers, and officers. 
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There are several important advantages in this approach to determining 
wages of military personnel for social security. First, basing wage credits 
on gross pay (including the value of payments in kind), rather than merely cash 
pay is necessary to maintain equity between servicemen and civilian employees; 
otherwise the civilian employee who spends 2 or 3 years in the military service 
might have his earnings over a lifetime substantially reduced when averaged 
for benefit purposes. Secondly, a schedule of reportable wages by pay grade 
would simplify the work of the Defense Department or the services in main- 
taining adequate records, computing tax liability, and filing reports of taxes 
and wages. The social-security record maintained by the services need only 
reflect, in addition to an individual’s name and social-security account number, 
the pay grade of the individual at the close of the month. The amount of con- 
tribution to be withheld from the serviceman would not need to be computed 
individually by actual amount of pay received (including the value of “in- 
kind” payments) but would be the amount of tax established for that pay grade 

An alternative to the graduated pay scale which, I believe, has received some 
consideration is a flat credit to be given to all servicemen regardless of their 
pay grade. The primary objection is that this approach fails to relate the serv- 
icemen’s old-age and survivors insurance credit and contributions to his pay. 
Moreover, difficulty would be encountered in determining the proper level of 
a flat credit: the present $160 is far too low to be realistic for even the lowest 
pay grade; the maximum $350 credit per month appears too high to represent 
service in the lowest ranks and would also mean fairly high contributions, in 
relation to cash pay, by the lower paid servicemen. Any intermediate flat wage 
credit amount would prevent officers and men in the highest enlisted grades from 
obtaining maximum old-age and survivors insurance credit although the same 
rate of pay in civilian life would result in maximum credit. 

The use of presumed wage credits by pay grade in lieu of actual pay will sub- 
stantially simplify the administrative work for old-age and survivors insurance 
coverage of military personnel as compared to the more detailed recordkeeping 
required of civilian employers. 


DETERMINATIONS TO BE MADE BY EMPLOYER 


In the case of presently covered Federal employment, the law provides that 
the determination whether an individual has performed service covered under 
old-age and survivors insurance, the determination of the amount of remunera 
tion for such service which constitutes “wages” for social-security purposes, and 
the return and payment of taxes imposed, are to be made by the head of the 
Federal agency or instrumentality having the control of such service, or by 
such agents as such head may designate. This provision would probably be 
applicable to covered military services. 

Under the present law, questions concerning the coverage of Federal services 
raised with this Department are directed to the head of the appropriate Fed- 
eral agency and the ruling of the agency is conclusive and binding upon this 
Department. On a few occasions where the ruling appears to incorrectly inter- 
pret the provisions of law, this Department has so advised the agency and re- 
quested that the matter be considered further. In general, this arrangement 
appears to be working out very well. The Bonneville Power Administration 
and the Maritime Commission delegated to the Social Security Appeals Council 
of the Department of Health, Education, and Welfare the authority for deter- 
mining appeals cases and agreed to be bound by the decisions of the Appeals 
Council. Although similar arrangements might be made for other agencies, 
there apparently have not been enough instances to make such a request neces 
sary. 

EMPLOYER DEFINED 


The Internal Revenue Code provides that each head of a Federal agency or 
instrumentality and each agent designated by the head of the agency or instru- 
mentality who makes a return of taxes withheld for income-tax purposes shall 
be deemed a separate employer. This means that in those instances where a 
Government agency has several withholding agents submitting tax returns for 
employees in different organizational units, even though all of the employees 
are paid from the same appropriation or fund, each such withholding agent is 
considered a separate employer for purposes of the Federal Insurance Contribu 
tions Act (the social security tax law). 

Under this established procedure, there are 15,000 payroll offices in Federal 
agencies—approximately one-half of which are in the Department of Defense— 
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who are now reporting Federal civilian employment covered under social s¢ 


curity if this procedure were followed for military personnel, the military 
payroll offices already established in the Defense Department could of course be 
used in the same manner. In many instances the existing military payroll 
offices are in the same command posts as civilian payroll offices and any pro- 
cedures required by military old-age and survivors insurance coverage could 
be established with a minimum of difficulty. 


EMPLOYEE AND EMPLOYER TAXES, INCLUDING REMITTANCE TO INTERNAL REVENUE 


The designated employer payroll office would deduct the appropriate amount 
of employee tax from the servicemen’s pay and would pay the equivalent of the 
employer tax under FICA,. Social-security contributions by servicemen would 
give them the same interest and stake in the system that other covered workers 
have. 

It would appear that the established procedure applicable to Federal civilian 
employment covered by old-age and survivors insurance could be followed. Like 
wise, quarterly summary tax reports including any wage information needed 
by the Internal Revenue Service would be filed in the same manner as by Fed- 
eral agencies under present law. The reporting form for this purpose is also 
used by all employers to report income tax withheld from employees, whether 
or not the employees are covered under social security. 


EMPLOYER'S IDENTIFICATION NUMBER 


Each employer who has workers covered by old-age and survivors insurance 
is assigned an identification number which he obtains by filing an application 
with the Internal Revenue Service. This number is entered by the employer on 
211 social security wage and tax reports filed with the Internal Revenue Service 


EMPLOYEE SOCIAL-SECURITY ACCOUNT NUMBER 


A lifetime record of the earnings of each individual covered by social security 
is maintained by the Bureau of Old-Age and Survivors Insurance. These rec- 
ords are maintained under the individual’s social-security account number as 
signed by the local social-security offices. Any serviceman who has not obtained 
a social-security account number by the time he enters military service would 
need to apply for such a number; however, a large proportion would already 
have social-security account numbers as a result of previous covered employ- 
ment. 

When coverage was extended to Federal civilian employees in 1950, special 
arrangements were made whereby applications for numbers were obtained by 
os various agencies and the assigned numbers were distributed to the individual 
by the agency employer. Special arrangements were also made to expedite the 
assignment of social-security account numbers in the case of civilian employees 
of the Defense Department in installations outside the United States and no 
great difficulties were encountered in meeting this requirement. 


EMPLOYER INFORMATIONAL REPORTS 


Quarterly reports of the worker’s name, social-security account number, and 
waces are filed by the employer, together with summary tax reports and tax 
remittances, with the Internal Revenue Service. The information necessary 
for maintaining individual social-security soenate of each person are forwarded 
by Internal Revenue to the penee of Old-Age and Survivors Insurance. The 
feasibility of annual reporting of wages paid to individual employees is now 
under study. From the aaiiaaia. of the requirements of the Bureau of Old 
Age and Survivors Insurance, it appears that the use of the presumed wage 
credits proposed for military social-security coverage would make possible the 
establishment of a fairly simple system of annual reporting for the militar: 
departments 

In conclusion, I wish to say once more that the Department of Health, Educa- 
tion, and Welfare believes that contributory old-age and survivors insurance 
coverage of military service could be administered without creating any major 
difficulties for the departments concerned. 


Mr. Davin. First, let me say that, as was pointed out in the letter 
from the Secretary to the committee of October 28, the Department. 
of Health, Education, and Welfare favors the extension of the OASI 
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program to the uniformed services in pl: ice of the present provisions 
of law under which wage credits are given of $160 for each month of 
service. These provisions are to expire next year. We have thought 
that some of the special provisions in the Kaplan proposal warranted 
comment, particularly the one which guarantees that the individual 
who dies in service before he has had six quarters of coverage will 
nevertheless be insured and his survivors will be eligible for benefits. 
Normally we would not think that was a desirable kind of provision 
in the old-age and survivors insurance program. Here, however, we 
understand it was developed as a means of making possible a complete 
plan and that only with this provision would the proposed plan 
work out. Under those circumstances, we have said we do not have 
any objection to it. 

I might say from the theoretical point of view, from the point of 
view of the present old-age and survivors insurance program, we 
have thought there was something ss about this case. Because 
people are ‘brought into the services by the Government after they have 
passed a medical examination, the reasons that normally apply for 
making sure that people have six quarters of coverage before they are 
eligible for benefits are inapplicable. The reason for the requirement 
of six quarters was that without it people might be able to come into 
covered employment because they expected to die soon, and might 
come in just to get benefits. That could not be the case here. 

Mr. Carnes. Under the Kaplan proposal the re is a presumed fully 
insured status of the man who enters the service / 

Mr. Davin. That is correct. 

Mr. Carnes. You say you are willing to accept that premise? 

Mr. Davin. That is correct. 

Mr. Carnes. Is the Social Security Administration expecting the 
Government to reimburse the fund in the event those people die 
before they obtain full coverage ? 

Mr. Davin. Yes. 

Mr. Carnes. You still expect to be reimbursed for those people who 
die who are on their own? 

Mr. Daviv. We would expect to be reimbursed for them; yes. 

We think that basing wage credits on the gross pay, inc luding the 
value of payments in kind and allowances, is desirable to maintain 
equity as between servicemen and civilian employees; without credits 
tor gross pay, servicemen would become eligible for reduced amounts 
of benefits. 

Mr. Bares. And it is what you do in many cases in civilian life 
today ? 

Mr. Davin. In civilian life today, I should say not just in many 
cases, but in practically all cases where there are payments in kind, 
they are covered for social-security purposes. The exceptions are 
rather minor. One relates to the situation in which the amount of the 
payment in kind is very small in relation to the total pay. 

Mr. Bates. Or with reference to domestics. 

Mr. Davin. And of course in the case of domestics and farm em- 
ployees there is a specific exclusion of all wages in kind. 

We have considered alternatives to this graduated pay scale pro 
vided for in the Defense Department bill and Kaplan report. One 
alternative is a flat credit for all servicemen. The primary objection 
to this is that it fails to relate the credit and the contributions to 
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the serviceman’s pay. We think probably if you were to use a flat 
credit, you could not make it contributory; that is, you could not ask 
the serviceman to pay contributions on some credit that might be 
larger than his gross pay. 

Mr. Carnes. You are emphasizing the point Mr. Kean made yester- 
day afternoon, that if the man was ate drawing $81 a month in 
actual cash, under the presumed wage you are going to require him to 
pay 4 percent out of that $81? 

Mr. Davin. I did not mean it in that way. I meant if he is getting 
$81 and you look at all of his payments in kind and you conclude 
they add up to a total of $200, you would not want to ask him to pay 
contributions on $350, let us say, or even $250. That was the only 
point I had in mind. 

Of course we think that the $160 a month wage credit is too low by 
present standards, much lower than the total value of the wages paid 
and lower than the going rates in other covered employment. We 
think if you were to set the amount as high as $350, that might be not 
only in excess of the pay received in the Armed Forces, but you might 
be giving the man credit for an amount higher than he will ever 
receive in all the rest of his life, and if he dies fairly soon his survivors 
might get benefits related to the $350, or might get benefits larger than 
the tot al amount of his wage. 

Mr. Carnes. You are citing now objections to the plan rather 
hastily offered yesterday afternoon ¢ 

Mr. Davin. Yes, sir. 

Another thing I think we might mention is that if you have a flat 
credit and on the assumption that the flat credit woul 1 probably have 
to be given on a noncontributory basis, this would tend to increase the 
cost to the Government, you probably also would have a problem 
about reactions on the part of servicemen as to the adequacy and satis- 
factoriness of the protection resulting where this noncontributory 
benefit is offset or not paid when some benefit is paid under another 
program. We think if you have the contributory benefit you can pay, 
regardless of what is paid under other programs; but if it is not con- 
tributory, as is the case under present law, you might want to see 
whether some other credit is given for the same period of service under 
another program. 

Mr. Carnes. Such as railroad retirement and civil service? 

Mr. Davi. Yes, sir. 

Mr. Carnes. And if there is credit given under some other program, 
you would intend for that to be offset ? 

Mr. Davin. I raised the question whether if you had the noncon- 
tributory benefit it might not be thought desirable by Congress, as has 
been the case with the present law, to offset payments made under 
other programs on the basis of the same period of service. 

I do not think there is more that I need to go into at this time, un- 
less you have some questions. 

Mr. Carnes. I have one question. If the people were put under 
this proposed plan on a fully insured status, then all rightful recip- 
ients would receive a lump-sum payment, would they not, and what 
is the range of that lump-sum payment ? 

Mr. Davip. It goes from $90 to $255. That is the total lump sum. 

Mr. Carnes. How promptly is that payment made, roughly ? 
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Mr. Davin. Under normal circumstances, the time runs to about 25 
days. It may be somewhat less than the average for all benefits 
because in the case of lump sums we do not have to make as many 
determinations as we have to in the case of monthly benefits. On 
the other hand, unless we pay the ‘ump sum to the spouse, which is a 
very simple thing, we pay to the people who hav paid the burial 
expenses, and these payments take a little longer than payments to 
the spouse. I think the average is in the neighborhood of 25 days. 

Mr. Kean. Those are three times the primary benefits / 

Mr. Davip. Yes; with a maximum of $255. 

Mr. Carnes. The reason I make that point is that it has been sug 
gested if social security be a lump-sum payment and any form of 
gratuitous indemnity be retained, such as the 6-month death gratuity 
reduced to $3,000, that is a rather trivial thing, and I wanted to get 
that consideration justified in the record at this point. 

When is it anticipated that the employer contribution will advance 
beyond the present 2 percent ! 

Mr. Davip. Under the present law the next increase is scheduled 
for 1960. The employer and employee rate will go to 2.5 percent each 
in 1960. 

Mr. Carnes. And it is to eventually increase to 3 percent each ? 

Mr. Davin. It is to increase to 3 percent each, and eventually, under 
the schedule in the present law, it increases to 4 percent. 

Mr. Carnes. At present, in the armed services and the present pay 
scale in the armed services, it is estimated the Government’s contribu 
tion as an employer would be approximately $215 million. If you 
assumed that figure to be roughly correct, you recognize the fact as 
the pay of the services and the size of the services increases, and also 
even if it remains static, as these rates increase, this $215 million 
figure will be rather significantly increased, will it not? 

Mr. Daviw. That is correct. 

Mr. Carnes. Mr. Myers, when we had the testimony from the Vet 
erans’ Administration was there anything testified to that in your 
opinion was erroneous? I noticed you and Mr. David went into a 
kind of conference when one statement was made, and if there is any 
thing incorrect in that testimony we would like to have it corrected 
at this particular time. 

Mr. Myers. No. 

Mr. Carnes. I think there are some other things which we would 
like to pursue, but the point we wanted to pursue at greater length 
was the point Mr. David thought we ought to have the Internal Reve 
nue appear on administrative cost. 

Mr. Davin. I do not think I really came to an answer on that one. 
I would think you might want to have them, but my general impres 
sion is that they would tell you about the same thing as I am telling 
you, namely, that they have not heard of any reports that the work 
is burdensome and they believe it would be feasible and would not 
result in major proble ms to extend coverage to the armed services. 

Mr. Carnes. At this time, unless Mr. Myers has any objection, I 
would like to submit into the record Mrs. Hobby’s letter, dated Novem- 
ber 3, which was in reply to your letter, Mr. Chairman, of October 21, 
in which Mr. Myers prepared an addenda as to the manner in which 


55873—55——_13 





188 STUDY OF SURVIVORS BENEFITS 


the OASI trust fund should be reimbursed for the $160 a month wage 
credits in force now. 

Mr. Bares. Without objection, it is so ordered. 

(The matter above referred to is as follows:) 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE, 
Washington, November 3, 1954. 
Hon. WiLt1AM H. BartTEs, 
House of Representatives, 
Washington 25, D.C. 

DEAR CONGRESSMAN Bates: This is in reply to your letter of October 21 con- 
cerning the gratuitous $160 monthly wage credits for military service, provided 
under section 217 (a) of the Social Security Act. 

You have inquired as to the cost of reimbursing the old-age and survivors insur- 
ance trust fund for expenditures incurred as a result of the Congress having 
provided gratuitously to the servicemen a $160 per month military service wage 
credit. In response to this inquiry I am enclosing a memorandum from the Chief 
Actuary of the Social Security Administration. 

You have further expressed your desire for a statement of policy of this De- 
partment as to what action, if any, the Congress should take with respect to the 
reimbursement question in the event that the “free wage credit” provisions are 
terminated and the members of the Armed Forces are brought under old-age and 
survivors insurance on a contributory basis. 

Since this is a matter of policy which requires more extended discussion with 
the Bureau of the Budget, we are unable to state our position at this time, but 
will advise you as soon as possible. 

Sincerely yours, 
OvetTa Cup Hoppy, Secretary 


NOVEMBER 3, 1954. 
To: Mr. Charles I. Schottland, Commissioner of Social Security. 
From: Robert J. Myers, Chief Actuary 
Subject : Actuarial cost estimates for military service wage credits under section 
217 of the Social Security Act. 

Under existing law the cost of benefits arising from the military service wage 
credits under section 217 of the Social Security Act is met out of the Federal 
old-age and survivors insurance trust fund without any reimbursement from the 
General Treasury. This is also true of the relatively less important insured- 
status-guaranty provision in section 217 (b) of the act, which applied to certain 
veterans dying after release from military service. Under the law prior to the 
1950 amendments, the old-age and survivors insurance trust fund was reimbursed 
from the General Treasury for the cost of this latter provision. 

One method of computing the cost of the military service wage credits is to 
determine the amount of the employee and employer contributions that would 
have been paid on the aggregate wage credits (along with any interest that 
would have accumulated from the date due to the present time). This was the 
method used by the Kaplan Committee in determining the Government obligation 
for a single year of coverage under the $160 wage credits. Although this method 
of computation may be suitable for approximating the prospective annual cost 
of the wage credits in the event that the provision should be extended to future 
military service, we do not think that the method would yield a realistic result 
if applied to the entire period of creditable military service, which extends back 
to September 1940. The value of the wage credits has been restricted in several 
ways. For example, wage credits for most of the period in question were pro- 
vided retroactively, but with no provision for retroactive payment of survivor 
benefits resulting from the wage credits. Under the new start for computing 
average earnings as a basis for social-security benefits as added by the 1950 
amendments, the great majority of World War IL veterans will get higher benefit 
amounts by counting only their earnings after 1950 for social-security purposes 
than by counting their earnings after 1936 and including their military service 
wage credits. Furthermore, a provision enacted in 1954 permits as many as 5 
years of low earnings to be omitted from an individual’s wage credit in computing 
his average earnings for social-security benefit purposes; thus, many veterans 
will be able to get higher benefits by omitting the period containing their military 
service entirely from the computation of average earnings than by using the 
comparatively low military service credits. 
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Since many veterans will not use their past military service wage credits 
to any advantage, it may be preferable to measure the cost of the credits by 
the value of benefits resulting from the credits that are actually paid out of 
the trust fund. Under this method, the trust fund would be reimbursed by 
the General Treasury for the difference between the amount of benefits actually 
paid out and the amount of benefits that would have to be paid during that 
vear if the $160 wage credits had not been provided. Thus, if the use of 
the wage credits increased an individual’s monthly benefit from $70 to $75, 
the General Treasury would reimburse the trust fund in the amount of $5 
for each month for which the benefit was paid; if an individual did not qualify 
for a benefit without using military service wage credits, the trust fund would 
be reimbursed for the entire benefit amount 

Although this latter method of determining the amounts due to the trust 
fund does not result in the Government’s paying its proportionate share of 
the benefits in the cases where the wage credits are used, this Department 
believes the method is an acceptable expedient in the present situation. The 
reason why this method of financing does not result in the Government’s paying 
a truly proportionate share of the cost lies in the nature of the formula used 
for computing benefits under old-age and survivors insurance. That formula 
is 55 percent of the first $110 of the individual’s average monthly wage plus 
20 percent of the next $240 of that wage sSecause most of the individuals 
who will receive the wage credits will have worked in covered civilian employ- 
ment for substantial periods, inclusion of the military service wage credits 
in the computation will, in most instances, increase the average monthly wage 
from an amount considerably above $110 to a slightly higher amount. The 
Government will therefore pay only 20 percent of the increase in the average 
monthly wage, although the total benefit paid to the individual will range 
from about 31 to 55 percent of the average monthly wage 

From September 1950 through 1954 about $150 million has been paid ont 
in benefits attributable (under the second method of computing the cost) to 
the military service wage credit provision. (In addition, accumulated interest 
and administrative expenses would amount to about $10 million.) Under the 
insured-status-guaranty provision (sec. 217 (b) of the Social Security Act), 
the additional benefits paid from September 1950 through 1954 amounted to 
about $12 million and there was an additional $1 million for interest and ad 
ministrative expenses. (The trust fund has already been reimbursed for about 
$1514 million, including benefits, interest, and administrative expenses, paid 
before September 1950.) Thus, the amount due the trust fund as of the end 
of 1954, for benefits already paid would be approximately $173 million. 

Total future costs of the wage-credit provision under this second method 
of computing the cost are estimated to amount in the aggregate to roughly 
$400 million; total future costs under the insured-status-guaranty provision are 
estimated at roughly $28 million. The annual cost of the wage-credit provision 
(that is, the amount paid out yearly in benefits attributable to the provision) 
is now about $30 million. Annual costs will decrease quite rapidly in the next 
few years and remain relatively small until the veterans of World War II 
begin reaching age 65 in large numbers. The greatest concentration of costs 
would occur some 30 to 40 years hence. 

It should be noted that the amount of $550 million estimated to be the total 
cost of the additional benefits due to the military service wage-credit provi 
sion—exclusive of the insured-status-guaranty provision—under this method 
of computation ($400 million cost after 1954 and $150 million cost between 
September 1950 and December 1954) is substantially less than a comparable 
figure of roughly $750 million which was used in the Kaplan report. The 
estimate of $750 million was made before the enactment of the 1954 amend 
ments, whose provisions on the whole substantially reduced the cost of the 
military service wage credits (because of the omission of as many as 5 years 
of low earnings in computing the average wage and because of the extension 
of coverage). 

In summary, the total benefit cost—past and future—of both the military 
service wage-credit provision and the insured-status-guaranty provision amounts 
to about $590 million. exclusive of any allowance for interest or administrative 
expenses. Under present law this entire amount would have to be borne out 
of the trust fund. 

Rosert J. MYErs. 
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Mr. Carnes. Furthermore, I think we should insert into the recor 
at this time, as its contents are primarily noncontroversial, I think 
the Secretary’s reply of October 28 to your letter of October 7. If w 
had a little more time, there are some questions we would like to a 
with regard to your comments on the staff analysis of the Department 
of Defense’s draft of bill prepared to implement the Kaplan Con 
mittee’s recommendations. And as far as the Kaplan Committe: 
recommendations themselves go, I feel for the most part you all merely 
endorse those recommendations as being workable insofar as th 
Department of Health, Education, and Welfare is concerned ? 

Mr. Davip. Yes, sir; so far as they affect our program. 

Mr. Bares. Without objection, they will be incorporated in th: 
record. 

(The matter above referred to is as follows:) 


DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE 


October 28, 1954 


Hon. WILLIAM H. Bates, 
Chairman, Select Committee on Survivor Benefits, 
House of Representatives. 


Deak Mr. CHAIRMAN: This is in reply to your letter of October 7, 1954, r« 
questing an expression of this Department’s views on the report of the Co 


mittee on Retirement Policy for Federal Personnel (Kaplan Committee) relating 
to survivor benefits for uniformed services personnel and on the Defense Depart 
ment’s draft of a survivors benefit bill for members of the uniformed service 

as well as answers to specific questions set forth in an attachment to your letter 

The Kaplan Committee has recommended that contributory coverage under 
the Federald old-age and survivors insurance program of the Social Security 
Act be extended to members of the uniformed services. This was coupled with 
additional recommendations for substantial revision of the existing complex 
system of benefits, administered by several agencies, for survivors of uniformed 
services personnel dying in the active service. The Defense Department’s draft 
bill is designed to carry out the Kaplan Committee’s recommendations. 

This Department is concerned primarily with that part of these proposals 
which relates to the extension of the Federal old-age and survivors insurance 
program Our concern with the proposed adjustment in other types of survivor 
benefits for the uniformed services is limited to the application of the proposal! 
to the Commissioned Corps of the Public Health Service in this Department 

1. The principal objectives of the recommendations of the Kaplan Committee 
and of the Defense Department’s draft bill with respect to the extension of 
old-age and survivors insurance coverage to the uniformed services on a con 
tributory basis are to provide continuity of full protection under that system 
for personnel serving only temporarily in the uniformed services, improve the 
retirement protection of the career serviceman, and establish a sound and 
equitable program of survivor protection for all members of the uniformed 
services, 

We believe that these objectives are sound. Bxtension of the Federal old-age 
and survivors insurance program to the uniformed services on a full contributory 
basis, in lieu of gratuitous wage credits which are due to expire June 30, 1955, 
would not only improve the retirement and survivor protection of career service- 
men, and of nonearrier servicemen who ordinarily would not acquire protection 
under a staff retirement system, but would reduce the overall cost of the old-age 
and survivors insurance program measured as a percentage of covered payrolls. 
2. We also endorse the objective of providing—in supplementation of the pro- 
posed coverage under the Federal old-age and survivors insurance program—an 
adequate program of staff survivorship benefits for personnel of the uniformed 
services. In the case of the Public Health Service Commissioned Corps, such 
benefits, except where the Federal Employee’s Compensation Act is applicable, 
are now entirely lacking except while the corps has military status or while 
the particular member is detailed to one of the armed services. (We are not 
here considering benefits under the Uniformed Services Contingency Option Act 
of 1953, which are paid for entirely by the uniformed personnel. ) 
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3. The draft bill requires substantial technical revision In view of the fact 
are still under review 






that the basic policy questions involved in the proposals 
with a view to the development of a coordinated executive 
refrain from making detailed technical comment on the bill at 
the provisions of the draft bil 


branch position, we 






ire, however, several comments on 






gnificant importance to warrant inclusion at this time These mare et forth 
in the enclosed staff analysis. 
4. Our replies to specific questions raised in your letter are likewise endclosed 






to the submis 






The Bureau of the Budget advises that it perceives no objection 
on of this report but invites attention to its own views expressed it 
to the committee. 
Sincerely yours, 


ts ré port 











Oveta CuLp Hossy, Secretary 
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General comments on the Kaplan Committee’s proposal relating 
of old-age and survivors insurance coverage to the uniformed servi 
contributory basis, as incorporated in title II of the Defense Department’s 
draft bill to provide benetits for the survivors of members of the uniformed 






services, and for other purposes 






1. The draft bill provides that a serviceman who dies while on active duty after 
the effective date of the proposed legislation shall be deemed to have died fully 
and currently insured for old-age and survivors insurance purposes even though 
he has not had enough covered employment to meet the usual requirements for 
a fully and currently insured status. This provision would extend to uniformed 
personnel a type of special treatment that is not accorded to persons engaged 
in civilian employment covered by old-age and survivors insurance. It does 









appear to be necessary, however, to assure an adequate overall structure of sur 
vivor protection for the uniformed services, since the amount of the supple- 
mental staff survivorship benefits proposed are based on the assumption that 
old-age and survivors insurance benefits are always payable when the service 
man dies in active service. However, it would not be equitable to impose the 
extra cost of this provision on the old-age and survivors insurance trust fund, 
and the fund should be reimbursed for the additional cost, as now provided 
in the bill. 

It should be noted, however, that this provision does not stipulate any minimum 
‘average monthly wage” to be used in computing the social-security survivors 
benefits in these cases. The Kaplan Committee, on page 39 of its report, Sen 
ate Document No. 8&9, part 2, 83d Congress, recommended that an “average 
monthly wage of at least $100” be guaranteed in these instances. We believe 












that some such provision is necessary 

2. Under present law (sec. 217 of the Social Security Act, as amended), 
the gratuitous wage credits of $160 per month for military service between 
September 16, 1940, and June 30, 1955, now provided for veterans under the old 
age and survivors insurance system, are not given for any period of service 
if any other Federal benefit not administered by the Veterans’ Administration 
is based in whole or in part on the applicable active military service of the 
veteran. The draft bill would modify the present restriction in the case of 
veterans who have active service in the uniformed services after the effective 
date of the bill so as to permit the gratuitous wage credits to be counted toward 
the old-age and survivors insurance benefits even though the same service is 
credited toward retired pay or other benefits from the uniformed services 

The development of a Department position on this proposal has not yet been 
fully completed. 

3. We are, of course, in accord with the provisions of the draft bill under 
which the period for which the free wage credits may be given would be 
terininated on the date that contributory old-age and survivors insurance cover 
age for the uniformed services begins, rather than on June 30, 1955, as provided 
under the present social-security laws. (Should this effective date for coverage 
be later than June 30, 1955, 
be extended until the effective date.) 

4. In extending coverage under the old-age and survivors insurance svstem 
in the past it has been customary, for administrative and technical reasons 
to make such coverage extensions effective with the beginning of the year foll 
ing enactment of the amendator egislation Under the draft bill, however, 





















the existing gratuitous wage-credit provision should 









Ww 


















G2 STUDY OF SURVIVORS BENEFITS 








old-age and survivors insurance coverage for members of the uniformed servic 
would become effective on the date of enactment of the draft bill. We beli« 
it would be more desirable if the effective date of the draft bill followed 

pattern of past coverage extensions under the old-age and survivors insurar 
system 









ENCLOSURE No. 2. ANSWERS TO THE SeLeEcT COMMITTEE’S SPECIFIC QUESTIO 









1. What studies, if any, have been made by the Department of Health, Educati: 
and Welfare to determine the desirability or need of the extension 
social-security coverage to members of the Armed Forces on a contribut 
basis? 









As a part of our statutory responsibility for studying the effectiveness of t 
old-age and survivors insurance program, and for making recommendations 
the Congress for improving the program, we have made a continuing gene: 
study of effects of existing benefit provisions for military service and the probal 
results of providing regular contributory coverage of active military serv 
under this program. We have also analyzed several alternative proposa 
designed to provide social-security coverage of servicemen by means other tha 
contributory coverage. Our experience in administering the automatic-insured 
status and free wage-credit provisions in existing law (added by the amend 
ments of 1946, 1950, 1952, and 1953) has further supplemented our study in thi 
area. In addition, the Department has performed basic research and furnished 
technical advice and service to congressional committees considering veteran 
legislation, to special congressional advisory groups and committees engaged i: 
either the study of old-age and survivors insurance or the study of veterar 
programs, and to other Government agencies and private organizations inter 
ested in veterans. 












(a) What implications of significance were covered? 













The Department's studies relating to the extension of old-age and survivor 
insurance coverage to members of the Armed Forces have been concerned with 
the following problems: 

(a) The extent to which the gap in coverage of the old-age and survivors 
insurance program resulting from the exclusion of military personnel adversely 
affects the program and prevents it from functioning with maximum effectiveness 

('b) The extent to which gaps in coverage adversely affect the protection of 
people who move in and out of employment covered by the program, both wit! 
respect to their eligibility for benefits and the amounts of benefit payments ; als« 
the adequacy of protection afforded to people who work primarily in employment 
not covered under old-age and survivors insurance. 

(c) The effectiveness of the “free” wage-credit provisions in existing law in 
providing basic retirement and survivors protection to servicemen, their families 
and their dependents; the administrative problems and the costs involved in 
administering these provisions; the appropriateness of flat wage credit amounts 
for determining benefit payments in a system where benefits are related to 
earnings; the question of charging benefits based on military service to the 
trust fund which is comprised of taxes paid by employers, employees, and self 
employed people covered by the program; and other similar problems. 

(@) The desirability and feasibility of covering servicemen under the com 
pulsory contributory system has been examined from the standpoint of the 
serviceman (including both the career and the noncareer person), the military 
service program, the Government as an employer, and the Nation’s economy. 
















(b) What were the conclusions and recommendations that developed from such 
studies, if any? 

The Department of Health, Education, and Welfare feels that there is a need 
for immediate action to improve and strengthen the retirement and survivor 
protection now afforded members of the Armed Forces. The most economical 
and feasible method of providing adequate protection for servicemen would be 
to extend old-age and survivors insurance coverage on a contributory basis to 
active service in the Armed Forces. Inequities in the protection afforded service- 
men under the various existing benefit programs (including the temporary and 
partial protection afforded by the special military provisions in the social- 
security law) could be eliminated by a revision of these programs which would 
include a permanent plan of full social-security coverage as an essential com- 
ponent of the revised structure of benefits. 
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The Department has coneluded that the extension of contributory old-age 
and survivors insurance coverage to the Armed Forces should include active 
service of enlisted personnel and commissioned and warrant officers in all 
branches of the Armed Forces and in the Public Health Service, Coast Guart 
ind Coast and Geodetic Survey Wage credits under old-age and survivors 
nsurance for personnel of the Armed Forces should be designed to approximate 
the amount of gross pay so that the individual will qualify for a benefit that 
is related to his past earnings and social-security contributions. The Federal 
Government, as the employer, should pay the equivalent of the employer tax 
under the FICA, and the servicemen themselves should pay the employee contri 
butions, Servicemen should have the same interest and stake in the system that 
other covered workers have, and the contributory principle of the social-security 
program should be maintained in this area of employment. 


2. What was considered the most effective way to remit cash payments and any 
statistical data relating to wages?—(a) If social security is established 
on an employee-employer contribution basis, in the opinion of the Depart 
ment of Health, Education, and Welfare, what would be the best method 
of remitting the employer and employee contribution? 

As the committee of course realizes, the Internal Revenue Service in the 
Treasury Department has responsibility for collection of social-security taxes; 
the Secretary of the Treasury has authority to issue regulations concerning the 
time and method of filing social-security-tax returns Any suggestions that his 
Department might make should, we believe, be submitted to the Treasury Depart 
ment in order that their experience and advice might be available to the 
committee, 

In our preliminary thinking on this question, we have contemplated that the 
department concerned would transmit to the Internal Revenue Service the em 
ployer’s old-age and survivors insurance contribution together with the em 
ployees’ contributions and any reports needed by Internal Revenue to establish 
the basis for the amount of such contributions. Identifying information needed 
to credit wages to the social-security accounts of individual servicemen would be 
transmitted to the Bureau of Old-Age and Survivors Insurance in this Depart 
ment. At present such reports are required on a quarterly basis from employers 
in covered industry. However, it is contemplated that by the time that contribu- 
tory social-security coverage is extended to members of the Armed Forces a 
system of annual reporting of information required by the Bureau of Old-Age 
and Survivors Insurance will probably be in effect 


(b) Could each service be permitted to independently remit the contributions 
collected and the employer contribution from the respective pay appro 
priations, or would it be more desirable to have only one contribution re 
presenting the employer and employee contributions from the Department 
of Defense including all military personnel? 

Under present law which covers certain civilian employees of the Federal 
Government, wage reports and taxpayments are made by the various employing 
agencies and departments. No difficulty has been experienced under this pro 
cedure ; therefore, we have no basis for preference and feel that final determina 
tion as to method should rest on the considerations of the other departments 
concerned. 


(c) As a matter of policy should the Congress be required to make a direct 
annual appropriation as the employer contribution, or should the em 
ployer contribution come from the pay appropriation of each respective 
service? 

It would appear that the employer contribution should come from the pay 
appropriation of each service. This would be in line with the trend of recent 
practice; for example, the costs arising from legislation providing group life 
insurance and fringe benefits for Federal employees are to be met from the pay 
appropriations of departments and agencies. The employer's share of the cost of 
old-age and survivors insurance protection for Federal civilian employees covered 
under existing law is budgeted for and met from the pay appropriations of each 
constituent agency or department. We see no strong reason to deviate from th 
established principle with respect to the coverage of military personne 
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3. To what extent could the quarterly reporting and other administrative detai 
be streamlined so as to place upon the military the absolute minimum 
administrative burden? 


As indicated previously, it may be feasible for the service departments to file 
annual informational reports of wages for servicemen rather than the quarterly 
reports of earnings that are now required. To facilitate administration, a wags 
credit amount could be assigned to each pay grade which would reflect th 
approximate gross pay (including allowances and perquisites) for an individua 
in that grade. The assigning of wage credits to each pay grade would have muc! 
the same effect on benefits as the use of actual gross pay. 


(a) Has the Department of Health, Education, and Welfare and the Department 
of Defense had any preliminary discussions as to what would be the re 
sponsibilities of each if social security on a contributory basis were adopted 
by Congress for all Armed Forces personnel? 

(b) Were there any general areas of conflict of opinion between these two De 
partments that were not satisfactorily resolved? 


The executive-branch position with respect to all phases of the proposed ex 
tension of old-age and survivors insurance coverage to the uniformed services 
is being coordinated by the President through the offices of the Bureau of the 
Budget. We believe that there is recognition by each Department of its general] 
responsibilities under the proposal. 


4. If Armed Forces personnel were to be placed under social security for the 
primary purpose of providing a scheme of survivor benefits the coverage 
would also provide a supplemental retirement benefit to career military 
personnel. Does the Department of Health, Education, and Welfare have 
any comment regarding any modification that perhaps could or should be 
made in the existing military retirement program if social-security benefits 
were also provided for eligible participants? 


The Kaplan Committee has considered the question of the relationship between 
the proposed old-age and survivors insurance coverage and the retirement bene 
fits payable under the staff retirement systems of the uniformed services and 
has concluded that no adjustment of the staff retirement benefit is called for, 
because the old-age and survivors insurance benefit, as supplemented by the staff 
retirement benefit, would not make the total excessive. This Department has 
no recommendation to make concerning adjustments in staff retirement systems 
which might be indicated as a result of coordinating such systems with old 
age and survivors insurance. However, the Department believes that in no cas 
should coordination result in the payment of a combined benefit level which 
less than the level that “is payable by the staff retirement system prior to 
coordination. 


(As a supplement to the Department’s letter of October 28, the fol 
lowing letter was received on December 10:) 


DEPARTMENT OF HeattrH, Epucarion, AND WELFARE, 
Washington, December 10, 1954 
Hon. Wiii1aM H. Bares, 
Chairman, Select Committee on Survivor Benefits, 
House of Representatives. 

Dear Mr. Bates: This Department, in its report to you of October 28, 1954 
endorsed the objective of providing an adequate program of staff survivor bene- 
fits for personnel of the uniformed services and emphasized the need for an 
adequate survivor benefit program for commissioner officers of the Public Health 
Service as one of the uniformed services. In view of the fact that questions have 
been raised before your committee concerning the recommendation of the Com- 
mittee on Retirement Policy for Federal Personnel (Kaplan Committee) to make 
applicable to all the uniformed services, including the Public Health Service and 
the Coast and Geodetic Survey, the survivor benefits recommended by that Com 
mittee which are to be administered by the Veterans’ Administration, we are 
taking the liberty of submitting an additional statement. 

As indicated in the attached staff analysis, exclusion of commissioned officers 
of the Public Health Service from the proposed survivor benefit program would 
result in serious inconsistencies and inequities as between such officers and men 
bers of the other uniformed services to be covered by the proposed program and 
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would continue the existing gaps and deficiencies in survivorship ] 
for members of the Commissioned Corps. 

We believe, therefore, that, in line with the principle of parity, any survivor 
benefit program which may be developed for the Armed Forces should be made 
equally applicable to the Commissioned Corps of the Public Health Serv 

We are advised by the Bureau of the Budget that, while the proposals made | 
the Kaplan Committee relating to military benefits are still under review and the 
Administration has not taken a position on them, the Bureau pe 
tion to the submission of the report to your Committee 

Sincerely yours, 





reeives no objec 


Newtson A. ROCKEFELLER, 


icting Secretary 
























STAFF ANALYSIS—GENERAL COMMENTS ON THE SURVIVOR-BENE! PROGRAM APPLI- 


CABLE TO THE COMMISSIONED CORPS OF THE PuBLIC HEALTH SERVICE 














I. PRINCIPLE OF PARITY AS TO PAY AND ALLOWANCES BETW N THE UNIFORMED 


APPLICATION OF THAT PRINCIPLE TO SURVIVOR BENEFITS 





SERVICES, AND 














The Commissioned Corps of the Public Health Service, as one of the uniformed 
services, is governed by a personnel system which in terms of appointment, pro- 
motion, retirement, and grade structure is similar to, or identical with, the 
systems governing the Armed Forces. With respect to pay and allowances, com- 
missioned officers of the Public Health Service, as are all other members of the 
uniformed services, are paid in accordance with the Career Compensation Act 
of 1949, 

As survivor benefits are generally considered to be 
program of survivor benefits for death on active duty should apply equally to all 
personnel subject to the same basic pay act. While survivor benefits for the 
Commissioned Corps were on a parity with those applicable to the Armed Forces 
during the period the Commissioned Corps was in military status, such benefits 
were sharply curtailed for Public Health Service officers upon the reversion of 
the Corps to nonmilitary status on July 4, 1952. The curtailment of such bene- 
fits has seriously impaired the principle of parity which underlies the personnel 
systems of all the uniformed services. 

The survivor-benefit program as contained in the Kaplar 
mendations and the Defense Department’s draft bill would be applicable to all 
of the uniformed services, including the Public Health Service and the Coast and 
Geodetic Survey. These proposals would correct the existing deficiencies in the 
survivor-benefit program applicable to the Public Health Service. Although these 
benefits would, for the most part, be payable to survivors of military personnel, 
they are not elements of the military personnel system which basically consti- 
sound 


an extension of pay, any 


Committee’s recom- 


tutes the military services as “military,” but rather are elements of a 
personnel system for the uniformed services. The existing disparity in survivor 
benefits would be continued if the Commissioned Corps, as a uniformed service, 
were to be excluded from any segment of the proposed survivor-benefit program 






























































II. COMPARISON OF SURVIVOR BENEFITS, FOR DEATH ON ACTIVE DUTY, AVAILABLE TO 
THE ARMED AND THE PUBLIC HEALTH SERVICE 





FORCES 





MEMBERS OF 


A. Armed Forces 
Under existing laws, survivors of members of the Armed Forces may be eligible 
for the following types of benefits : 
(1) The gratuitous $10,000 indemnity insurance. 
(2) The lump-sum death gratuity of 6 months’ pay 
(3) Death compensation administered by the Veterans’ Administration 
(4) Federal Employees’ Compensation Act benefits payable to survivors of 
Reservists 
(5) Gratuitous wage credits of $160 per month under the old-age and sur- 
vivors insurance program. 
The survivors of military personnel, if eligible for death compensation adminis- 
tered by the Veterans’ Administration and for payments under the Federal Em- 
ployees’ Compensation Act, must elect one or the other of such benefits. Subject 
to this limitation, such survivors may establish entitlement to all of the benefits 
listed above. 
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B. Public Health Service Commissioned Corps 


(1) In general.—Since the reversion of the Corps to nonmilitary status ther 
has been no Government-financed survivor-benefit program generally applicabl 
to the Commissioned Corps as a whole, with the exception of the Federal em 
ployees’ group life insurance program which became effective for the Commis 
sioned Corps on September 1, 1954. The group life insurance program is co1 
tributory and the major portion of the premiums is payable by the covered off 
cer or employee. As the amount of such insurance is computed solely upon basi 
pay, the average policy for Public Health Service commissioned officers approxi 
mates only $5,000. This contributory program is to be contrasted with the 
gratuitous $10,000 indemnity insurance program afforded to members of th« 
Armed Forces. 

(2) Benefits based on military service or detail to Armed Forces.—By virtue 
of section 212 of the Public Health Service Act, active service performed as a 
Public Health Service commissioned officer (i) while detailed to the Army, Navy 
Air Force, or Coast Guard, (ii) in time of war outside the continental United 
States or in Alaska, or (iii) while the Public Health Service Commissioned Corps 
is part of the military forces of the United States pursuant to Presidential 
Executive order (which is authorized only in time of war), gives rise to the 
same eligibility for survivor benefits as active service in the Armed Forces. While 
this provision was of great value to the Corps as a whole when the Corps had 
military status under Executive order (July 29, 1945, through July 3, 1952, 
inclusive), and may be valuable in the event that an officer dies while on mili 
tary detail, it otherwise has only limited and rapidly decreasing significance 
In fact, except for the death-while-on-military detail cases, the fact that in indi 
vidual cases a Public Health Service officer’s death on active duty would still 
give rise to survivor benefits based on military service credit is fortuitous be 
cause such eligibility is based, not on the officer’s active-duty status at the time 
of death but on prior military service, whether such prior service occurred while 
the Commissioned Corps had military status or while the individual was in the 
Army, Navy, Air Force, or Coast Guard. The number of such officers on active 
duty in the Commissioned Corps will decrease sharply, owing to the normal 
process of attrition of such personnel, as the number of younger officers without 
prior military service credit increases. 

(3) Nonmilitary benefits under limited circumstances.—Two other types of 
survivor benefits may apply to commissioned officers of the Public Health Service 
whether or not in military status: 

(a) Federal Employees’ Compensation.—If the death of a Public Health 
Service commissioned officer is caused by an injury sustained while in the per- 
formance of duty or by a disease which is the proximate result of his employ- 
ment, his survivors are eligible for compensation under the Federal Employees’ 
Compensation Act.’ However, because of the limited situations to which this 
program applies, the survivors of only 16 percent of Public Health Service 
officers who have died on active duty have received compensation under the 
program. Therefore, this program cannot serve as a substitute for an adequate, 
equitable, and comprehensive survivor benefit program for the Commissioned 
Corps as a whole. 

(b) Civil Service Retirement Act.—Reserve officers of the Public Health Serv- 
ice (but not Regular officers) are subject to the Civil Service Retirement Act 
and, if they should die on active duty after 5 years of active duty, their sur- 
vivors would be eligible for the survivor benefits provided under that Act. How- 
ever, the great majority of such reserve officers serve less than the 5 years of 
active duty required to obtain eligibility for such survivor benefits. Experience 
has shown that out of the 80 reserve officers who have died on active duty 
during the past 12 years only 6 officers had, at the time of their death, com- 
pleted the required 5 years of active duty needed to establish survivorship 
eligibility. 

IIT. 


ADJUSTMENTS OF BENEFITS 


If the survivor benefit program developed for the Armed Forces is extended 
to the Commissioned Corps of the Public Health Service, as recommended by the 
Kaplan Committee, it would be expected that appropriate adjustments would be 


— 


1The requirement that the death of a Public Health Service officer result from an 
injury sustained while in the performance of duty should be distinguished from the more 
liberal concept of “in line of duty’’ which is applicable in determining eligibility under 
the Federal Employees’ Compensation Act as extended to survivors of reserve members 
of the armed forces who die from an injury sustained while in active-duty status even if 
the injury oceurred while the reservist was not engaged in the performance of duty 








































SURVIVORS BENEFITS 





OF 





STUDY 


made with respect to those benefits now available to survivors of Public Health 
Service officers in order to insure complete parity of survivor benefits among the 
uniformed services. 

Mr. Carnes. Mr. Myers, the Chairman would like for the sake of 
the record in our public hearings for you to go into this matter of the 
$160-a-month wage credits and whether or not they should be fully 
funded or partially funded at this particular time. 

I believe your prior testimony was you feel at the present time the 
fund should be reimbursed to the extent of $162 million, which rep- 
resents actual cash expenditures that have been made by the OAST 
trust fund by virtue of the $160-a-month military wage credits that 
have been granted. That is the additional cost or the residual cost, as 
you called it? 

Mr. Myers. On that point, my testimony was that if that policy 
were to be adopted, then the estimated amount, which would have to be 
derived through appropriate sampling studies, would be in the neigh- 
borhood of $162 million. 

The Department itself has not come to a final conclusion as to what 
its policy would be about whether there.should or should not be such 
reimbursements. My testimony was to the effect that if that policy 
were adopted, that was the sum. 

Mr. Carnes. You further testified that upon an annual basis the 
fund should be reimbursed in varying amounts for its actual expendi- 
tures that were incurred in the particular year by virtue of this $160- 
a-month wage credit. Is that correct ? 

Mr. Myers. Under the same excess-cost basis in the future, probably 
the best method of reimbursement would be to compute the extra 
benefits paid in a given year as a result of the military wage credits 
that would not have been paid if that provision had not been in the 
law, and these would be reimbursed just as provided for in the 1946 
act. 

Mr. Carnes. In your memorandum, you mentioned the three-quar- 
ters of a billion contained in the Kaplan report as a rough estimate 
of the cost to the Federal Government on a reimbursable basis, or 
a residual-cost basis, had been reduced because of the 5-year dropout 
and fresh starts to roughly $590 million. 

Mr. Myers. That is correct. 

Mr. Carnes. Just to clear the record, while you may want to have 
some reflective thinking on this, at this stage you feel $162 million 
should be placed i in the OASI trust fund and that the cost resulting 
from this $160 a month wage credit should be paid on an annual basis 
thereafter, which the committee assumes in the aggregate would run 
to approximately $590 million. 

Mr. Myers. U Inder the excess-cost basis there would be this current 
liability for the $162 million. Of course there are different ways 
of financing liabilities of the pension plan. They do not always have 
to be funded immediately, and Congress could adopt various methods, 
but let us say the lump-sum method was adopted, the total of those 
liabilities would be $590 million. 

Mr. Carnes. What I think the chairman was trying to get at is of 
that $590 million which you estimate would be the total, how much 
would be required at this time to reimburse the OASIT trust fund for 
amounts already actually expended by virtue of the additional cost 
of the $160 a month wage credits? 
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Mr. Myers. The excess benefits paid out in the past would be the 

$162 million figure we quoted. 

Mr, Carnes. And after that it would be proposed, as a method for 
paying it, that it would be paid on an annual basis? 

Mr. Myers. As the costs arise, and pay the liability as the costs 
arise, just as was done in the 1946 amendments. 

Mr. Bares. How much has the fund been reimbursed to date? 

Mr. Myers. Under the 1946 amendments, the fund has been reim- 
bursed for about $15.5 million with respect to benefits paid before 
September 1950. Following the provisions of the 1950 amendments, 
such reimbursement ceased. 

Mr. Carnes. Was not that $15.5 million paid merely as a result of 
the 3 years extended coverage ¢ 

Mr. Myers. Yes. That was to cover the cost of benefits arising 
under the guaranteed insured status provisions. 

Mr. Carnes. For 3 years, however, there has been no reimbursement 
for the $160-a-month wage credits for inservice deaths as such? 

Mr. Myers. That is correct. There has been no reimbursement for 
inservice deaths as such; nor has there been any payment in respect 
to benefits under the gratuitous guaranteed insured status provision 
after August 1950. 

Mr. Carnes. I wonder if you would identify under what public 
law the $15.5 million was paid and you state that nothing has been 
paid pursuant to whatever public law may have granted the $160 a 
month wage credit. 

Mr. Myers. The $15.5 million was paid under the provisions of the 
1946 amendments, which was Public Law 719 of the 79th Congress. 
Then in the 1950 amendments, Public Law 734 of the 81st Congress, 
those provisions for reimbursement in respect to the previous law 
were repealed and, in addition, Public Law 734 provided the military 
service wage credits with no provision at all for any reimbursement. 
Accordingly none has been made or can be made under these provi- 
sions with that law still in effect. And such military service credits 
have been extended by several subsequent laws. 

Mr. Carnes. That leaves one other question. If the extension were 
made by Congress beyond July 1, 1955, and if a new package program 
could not be adopted by that time, could that be extended on a quar- 
terly basis, or would it have to be extended for a full year? Could 
it be extended for any period of time? 

Mr. Myers. That could be extended for any period of time that 
Congress wished. Previous extensions have been for different lengths 
of time. The last one was for a year and a half. 

Mr. Davin. Perhaps it is not necessary, but I think we should make 
sure the record is clear that we are not recommending that there be 
reimbursement for this back period; that the Department has not 
made a recommendation, and that Mrs. Hobby plans to consult with 
the other two trustees. 

Mr. Bares. That is already in the record; you made that statement. 

Mr. Kean. If we did extend it for a year, about how much do you 
estimate each year it would cost ? 

Mr. Myers. If the military service wage credits on the present basis 
of $160 month were extended for another year, the cost as measured 
by the additional benefits that would be paid out in the future—not 
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just next year, but through all future years—would be about $125 
million. 

Mr. Kean. Thank you. 

Mr. Davin. May I make one more point, again continuing the point 
I made earlier, to make sure that the record is clear on this! Not only 
do we have no recommendations that there be reimbursement, but also 
we are not in a position to recommend, if there were reimbursement, 
that it should be on the basis of this excess cost, on the proportionate 
cost, or some other basis. 

Mr. Bares. That point has been established. 

Mr. Carnes. You said Mrs. Hobby has to confer with the two other 
trustees ? F 

Mr. Davin. Yes: she is 1 of 3 trustees. The other two are the Sec 
retary of the Treasury and the Secretary of Labor. 

Mr. Carnes. Do you think there is any possibility that a policy = 


cision on that could be made prior to December 10? If it could, 
would be very helpful if Mrs. Hobby wend l inform us by letter as to 


what policy decision has been made on that. 
Mr. Bares. Will you investigate the possibility and advise the com 


mittee? 

Mr. Davin. We will be glad to inform the Secretary of the commit 
tee’s wish. 

(On December 15 in compliance with the committee’s request, the 
following letter was received from the Secretary, Department of 
Health, Education, and Welfare.) 

DEPARTMENT OF 
HEALTH, EDUCATION, AND WELFARE, 
December 15, 1954. 
Hon. WILLIAM H. BATEs, 
House of Representatives, Washington 25, D.C. 

DEAR Mr. CHAIRMAN: This is in response to a request which you directed to 
the Department of Health, Education, and Welfare at the public hearings before 
your committee on November 17. You ask that this Department advise your 
committee concerning the Department’s position on whether the Federal old- 
age and survivors insurance trust fund should be reimbursed for expenditures 
attributable to existing provisions for gratuitous old-age and survivors’ insur 
ance credits for military service. At that time the committee was informed 
that the Department believed it should not express an opinion until the Secretary, 
who is one of the trustees of the fund, had had an opportunity to consult with the 
other trustees. 

The Department believes that provision should be made for reimbursement of 
the trust fund for such expenditures. The gratuitous credit provisions confer 
special rights under the old-age and survivors’ insurance program which are 
based solely on an individual’s military service. The provisions are thus in the 
nature of a special Federal benefit for servicemen, based on military service for 
which payroll contributions have not been made to the trust fund; as such, its 
cost should be met from general revenues. 

Under the present arrangement, the Government has, in effect, shifted the 
costs of this special benefit to the contributors to the trust fund. It should be 
noted that the social-security taxes are earmarked contributions to a trust fund 
for the benefit of members of the covered group (and their dependents) who 
have performed services subject to the contributions. To divert such funds to 
the payment of benefits based on noncontributory service without reimbursement 
from general revenues seriously impairs the contributory principle and may be 
considered as in the nature of a breach of a moral obligation to the covered 
group. In this connection, it should be emphasized that the social-security tax 
applies only to earned income, that it does not apply to the entire population, that 
it is levied at a flat rate, and that it is applicable only to the first $4,200 of 
annual earnings; these facts sharply distinguish it from the general income tax 
revenues as a proper source for financing a noncontributory 


or other general 
An additional consideration is that, in the somewhat 


serviceman’s benefit. 
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similar situation in which gratuitous military service credits are provided under 
the Railroad Retirement Act, the Congress has provided for payments to the 
Railroad Retirement Account as reimbursement for the cost of such credits. 

As you know, there are several possible bases for determining the amount 
in which the trust fund might be reimbursed in the event that the Congress 
should provide for reimbursement of the fund. It is our understanding that 

the basis of reimbursement contemplated by your committee is the one pro- 
vided prior to September 1950 with respect to certain gratuitous credit provi 
sions enacted in 1946. Under this method, the trust fund would be reim 
bursed for the additional benefit amounts actually paid out of the fund on 
account of the gratuitous credit provisions—that is for the difference between 
benefit amounts computed by using the gratuitous provision and the actua 
benefit amount, if any, that would have been paid if the gratuitous credit 
provision had not been enacted. Although, as has previously been pointed 
out to your Committee, this method of computation would result in the Goy 
ernment’s paying somewhat less than a proportionate share of the cost of the 
gratuitous credit, it appears to be an acceptable expedient in the present situa 
tion. The existing provisions were for the most part enacted long after the 
military service was performed and did not provide benefits retroactively. More 
over, in a great many instances the credits cannot be used advantageously by 
veterans because of other changes in the Social Security Act which have made 
it unnecessary to consider the period of military service in computing bene 
fits. It should be noted that these special factors do not apply to any pro 
posed future old-age and survivors’ insurance coverage of the Armed Forces 
on a permanent basis. 

As indicated in the statement enclosed with the Department’s letter of No 
vember 8, 1954, under this method of computation the aggregate base for past 
and future expenditures from the trust fund attributable to the military sery 
ice credit provisions (and excluding amounts for which the fund already has 
been reimbursed) are estimated at roughly $590 million, exclusive of any al- 
lowance for interest or any administrative expenses. Of this total, $162 mil- 
lion represents additional amounts paid out through 1954 and $428 million rep 
resents estimated future expenditures. At present such expenditures amount 
to about $30 million annually; after a few years they will drop very substan- 
tially below this amount and then will be relatively level until about 1980; 
thereafter there will be a gradual rise. We believe that the determination of 
actual amounts in which the trust fund might be reimbursed for future expen- 
ditures should be on the basis of estimates derived from sampling studies rather 
than the rough estimates indicated above. With respect to expenditures al- 
ready paid from the fund, the Department believes that any reimbursement of 
the trust fund could be handled, if so authorized by law, under an arrange- 
ment whereby payments due to fund would be amortized over a period of years 
extending into the future. 

This Department will, of course, be glad to furnish any additional informa- 
tion desired by your committee concerning this matter. 

We are advised by the Bureau of the Budget that it perceives no objection 
to the submission of this report to your committee. 

Sincerely yours, 
Oveta Cup Hossy, Secretary. 

Mr. Carnes. We want to pursue one more point here. This is our 
first public hearing and there are a great many people here this morn- 
ing who are very interested in the Kaplan Committee recommenda- 
tions and the trend of thought this Committee is taking, so we want 
to pursue publicly, for a very few minutes, this question of the $240 
million figure shown in the Kaplan Committee report as an obliga- 
tion—the present obligation of the Federal Government for the $160 
a month OAST coverage. 

That $240 million figure, Mr. Myers, to reiterate our previous con- 
sideration on this, was based on the Government’s paying both the 
employer’s and employee’s tax on the $160 a month wage credit, ad- 
justed to about 11 or 13 percent, or some fractional percent of the 
deleted retirement benefits that were paid by farmers. Is that essen- 
tially correct? 
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Mr. Myers. That is essentially correct ; yes. 

Mr. Carnes. That $240 million figure, it has been testified, was ar- 
rived at by one of many ways that the liability of the Federal Govern- 
ment for having granted this $160 a month wage credit could be cal- 
culated. There are many ways of calculating it, and this was the 
highest possible way that. could have been used to calculate the Gov- 
ernment’s liability; this calculation could have been on a completely 
reimbursable basis and we would have arrived at a considerably lesser 
figure. 

The point has always been made that it was the intent of Congress 
that the Government should merely reimburse the OASI trust fund 
for the additional cost that was incurred by the granting of this 
$160-a-month wage credit; that is, if a man without prior coverage 
came into the service, the lability of the Federal Government would 
only be by that slight amount for benefits accruing to his survivor 
that may have resulted by virtue of the $160-a-month wage credits 
having been granted to keep the continuity of its program, which 
means that the widow might have gotten $90 a month, instead of $87 
a month. So, to that extent, the additional cost of having provided 
the $160-a-month wage credits would be $3 in that case. In this 
case, were a man to come into the military service who never had 
social security and he died in an insured status, then the total obli 
gation of paying benefits of the Federal Government under those 
conditions would be $3. That is roughly what we have been told. 

Mr. Myers. What you have just described is the excess-cost method. 

Mr. Carnes. Excess cost. 

Mr. Myers. Which had been used in the 1946 amendments. Actu- 
ally, I think you could say that the Federal Government has no 
liability at present because that provision was removed from the 
law. 

Mr. Carnes. Yes, sir. 

Mr. Myers. The Kaplan basis here, as you stated, is one of the 
various ways of looking at this essentially cost-accounting problem 
and is probably the one which would result in the highest potential 
obligation of the Government. 

Mr. Carnes. That is correct. In answer to Mr. Kean’s question 
as to what would be the cost to the Federal Government if this were 
extended for another year, your answer was, on a projected basis, 
approximately $125 million. By that token, then, this $240-million 
figure here could have been just as well a $125-million figure and it 
could have been equally substantiated on some basis, or it could be 
equally defended. 

Mr. Myers. It could be defended on this excess-cost basis. 

Mr. Carnes. On an excess-cost basis. All right,sir. By that token 
the reduction of annual cost or the savings that were indicated by 
the Kaplan Committee of $108 million were primarily brought about 
because the social-security obligation of the Federal Government 
under the present system was calculated at $240 million instead of on 
some other basis; is that correct ? 

Mr. Myers. I was not responsible for preparing the figures in the 
Kaplan report, but I have seen them on the first page of their report. 

Mr. Carnes. Yes, sir. 

Mr. Myers. And the facts, of course, as you state, were drawn from 
that tabulation; and they are correct on that basis. 
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Mr. Carnes. The point we want to make for the record in th 
public session is that it would appear to anyone who hurriedly glanc« 
at the Kaplan report that the Government would probably be quite 
interested in implementing the Kaplan Commission recommendations 
because it would provide a saving of $108 million to the Federal 
Government. Naturally, if a saving of $108 million is provided, some 
people would think in terms of reduced veterans’ benefits, when in 
essence, if a more realistic figure had been used for calculating the 
Government’s obligation under the $160-a-month OASI wage credits, 
instead of the $240 million f figure that was erroneously used, when it 
could be shown with equal conclusiveness that the cost of implement 
ing the Kaplan Commission recommendations would cost more and 
not less. That is the point we wanted to very hurriedly establish. 
We have gone so fast here I have not done justice to it. 

Mr. Bares. You understand and agree with that point of view which 
Mr. Carnes has established here ¢ 

Mr. Myers. I think it can well be approached that way. I think it 
is difficult for the Kaplan ampere to actually come out with any 
figure saying what the saving is, because although the Government 
might have a moral obligation for ‘these free w: age ¢ credits, legally there 
is no obligation. 

Mr. Davm. Mr. Carnes, I would not want to try to justify or even 
explain the statement in the Kaplan report, but if I may I would like 
to say that it seems to me there is some difference between how you 
look at the cost of something which is a stopgap provision—that is, the 
present provision in law—on the one hand and on the other the 
cost of something which is a permanent eee for covering the 
Armed Forces under OASI like anybody else is covered. There is, it 
seems to me, a distinction. 

The Congress put in the provisions for the $160 wage credit pri- 
marily in order to make sure that the serviceman did not lose by 
reason of the break caused by the war in his regular covered employ 
ment. If he was or might have been under OAST in civilian life and 
was in the Armed Forces during the emergency they wanted to make 
sure he did not lose. They put in a provision to protect him. It is 
a stopgap emergency thing. The Congress decided it should be paid 
for on the basis that is set forth in the 1946 law. 

When the Congress does something else, like extending coverage 
permanently, they may want to use a different method of financ ing. 

Mr. Bares. There is no provision of law pert: ncn to the military 
whereby they would use a tax method on page 1, part 2, of the Kaplan 
report ? 

Mr. Davin. No, sir. 

Mr. Bares. That $240 million figure was the largest figure they 
could possibly devise. 

If I recall, Mrs. Hobby’s letter to the Committee said that the 
residual or additional cost each year would run around $36 million 
to $42 million, which would mean there would be an automatic dif- 
ference of $200 million right there. The Kaplan report, on that basis, 
would have a cost of $92 million more than the present system which is 
in effect at the present time. That could have been shown with equal 

conclusiveness as this figure. 

Mr. Davin. Yes. Mr. Chairman, may I make 1 or 2 very brief 
points ? 
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Mr. Bares. Very brief. 
Mr. Davin. I will leave one of them out and just make the other. 
Mr. Hardy made the point yesterday that it looked as though this 
proposal of the Kaplan report resulted in a savings of money for the 
social security system, and it did not seem to him as though it was fair 
to bring in the armed services and thereby produce a saving for every- 
body else. I thought I might say that that is one way to look at it. The 
other way to look at it—which I think is valid—is that so long as the 
coverage of the OASI system is limited, those who are under the 
system full time have a burden and pay a penalty by reason of other 
people coming in for a short time and getting benefits which are ex- 
ceptionally large—proportion to their contributions. So that any time 
you extend coverage you do not exactly save money—you do not save 
money. 

Mr. Bates. The Chair understands your point of view. There are 
two ways of looking at it. 

Mr. Davi. You relieve the burden on those regularly covered. 

Mr. Bares. We understand the point. Thank you very much, Mr. 
Myers and Mr. David. We will recess now until 2 o’clock. 

(Thereupon, at 12:47 p. m., Wednesday, November 17, 1954, a recess 
was taken until 2 p. m. of the same day.) 


AFTERNOON SESSION 


(The committee reconvened at 2 p. m., pursuant to recess.) 

Mr. Bates. The committee will please come to order. 

We have with us this afternoon representatives of the Department 
of Defense. I should like to have you, Mr. Secretary, give your full 
name and the full names of your associates here so that we may have 
them for the record. 

Mr. Carnes. That has been done, Mr. Chairman. 

Mr. Bates. Fine. Mr. Secretary, do you have a prepared statement? 


STATEMENT OF CARTER L. BURGESS, ASSISTANT SECRETARY OF 
DEFENSE (MANPOWER AND PERSONNEL), ACCOMPANIED BY 
ADM. PHILIP WOMBLE, DIRECTOR, PERSONNEL POLICY, DEPART- 
MENT OF DEFENSE, AND CAPT. J. B. HOYT, UNITED STATES 
NAVAL RESERVE, BUREAU OF NAVAL PERSONNEL 


Mr. Buregss. I do, sir. 
Mr. Bates. You may proceed in your own fashion. 

Mr. Burcess. Mr. Chairman, at the outlet I wish to say that the 
Department of Defense is especially pleased that the House of Repre- 
sentatives has seen fit to create this select committee for study of the 
survivor benefit problem. 

The complexities and major inequities in the survivor benefit system 
under present laws have been a matter of great concern to the Depart- 
ment of Defense for several years. The President has also expressed 
his concern about the problem, and has cited this area as one in which 
he considers corrective legislation vitally important to the military 
services, 

We are happy to provide every assistance possible to facilitate this 
committee’s actions. The Department of Defense considers survivor 
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benefits legislation to be one of the most important items in the legis 
lative program and its personnel improvement plans for 1955. 

It appears to me that one of the most important features of th 
proposed plan is its simplicity. There are, of course, major inequities 
in the present system with which you are familiar, and which should 
be corrected. I am convinced, however, that the complex, pe 
structure of benefits now authorized needs to be simplified as well : 

equalized. 

It is difficult for an individual to determine what the entitlements 
of his survivors would be under the present system. ‘This is partially 
a problem of information but is mainly due to the existence of such a 

variety of benefits and the varying conditions under which they are 
determined. 

The complicated problem of survivors’ benefits has been the subject 
of exhaustive study over a long period of time. Last year, after full 
and complete restudy by an interservice committee, a legislative pro 
posal was developed which would establish uniformity and equity 
and simplify the system. This plan was submitted to the Committee 
on Retirement Policy for Federal Personnel, popularly known as the 
Kaplan Committee, which was created by Public Law 555, 82d 
Congress. 

After prolonged study, this distinguished Committee recommended 
a survivors’ benefit structure which very closely paralleled the pro 
posal of the Department of Defense. The differences between the two 
plans were minor, and the recommendations of the Kaplan Committee 
were adopted in their entirety by the Department of Defense. ‘The 
legislative proposal submitted to the Bureau of the Budget, copies of 
which have been furnished this select committee, were based upon 
the Kaplan Committee recommendations. 

I will not take the time of the committee to go into the details of 
the proposed plan and how it differs from the existing structure, since 
I know you have already examined it. I believe it is important, how 
ever, to discuss the two main elements which we believe are essential 
to an up-to-date, enlightened survivors’ benefit program. 

The first of these is the Servicemen’s compensation segment of the 
plan. The principle of graded compensation—that is, a graduated 
scale of benefit payments commensurate with the pay gr: ade of the 
service member—is vital to any progressive approach to the problem. 
It does not contemplate benefits of such se ope as to enrich the survivor, 
but it does recognize that the family of the serviceman has established, 
and is entitled to, a standard of living generally in keeping with the 
lifetime income of the man. 

Then, as a close companion to the servicemen’s compensation, full 
participation in and coverage by old-age and survivors insurance is 
considered to be a highly r ,alistic and essential feature. OASI is the 
long-established system of security and survivor insurance for the 
civilian populace. While the $160 monthly gratuitous coverage for 
the military has served its purpose as a stopgap measure, this method 
is neither financially sound nor equitable. It places a nonfinanced 
drain on the OASI trust fund and denies cover: age to military person- 
nel based upon their full earnings up to $4,200 a year. 

Because of the fact that a large proportion of military personnel 
are transitory and since social security coverage on a contributory 
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basis is the accepted system for the national pupulation, we believe it 
is important that military personnel be placed under the system on a 
full contributory basis. 

The equalization of benefits between all categories of personnel is an 
urgent necessity. ‘The Department of Defense believes that the study 
conducted by the Kaplan Committee represents a sound basis for the 
development of an equitable survivor benefit structure. It is entirely 
possible that certain revisions to the proposed bill may be necessary 
to protect the constitutional rights of individuals who now hold Gov- 
ernment or national service life insurance—or for other technical pur 
poses. It is possible, also, that other agencies or organizations will 
urge expansion of the plan to provide coverage for existing widows 
and families of servicemen. Although the Department of Defense is 
mainly concerned about securing uniform and equitable benefit entitle 
ments for its active members, we have no objection s to an extension 
of the coverage if the basic elements of the plan are preserved for 
active members of the uniformed services. 

In summary, let me repeat: The Department of Defense considers 
that the basic features of the Kaplan Committee recommendations are 
progressive and sound. ‘The need for corrective legislation in this 
vital area is self-evident and we hope the efforts of this select commit- 
tee will bring fruitful results during the next session of the Congress. 

Gentlemen, as you undoubtedly know, I have only been in Washing 
ton a relatively short time, and the great majority of my time since I 
have been here has been devoted to the development of plans for the 
Reserve forces program. I have with me some of the people who 
have lived with the survivor problem and the existing inequities for 
along time. Iam certain, these gentlemen can answer any questions 
in whatever detail you desire. 

Mr. Bares. Thank you, Mr. Secretary. The committee recognizes 
you have another important meeting immediately and therefore will 
have to rely upon your assistants to give us this information. The 
only thing the Chair would like to understand is that Admiral 
Wamble and Captain Hoyt are authorized to speak for the Depart 
ment of Defense; is that correct ? 

Mr. Bureerss. Yes, sir; that is correct. If I can be of service later 
will you please call on me. 

Mr. Bares. Thank you, Mr. Secretary. We perhaps may call on 
you at a later time. 

Mr. Bureess. Thank you, Mr. Chairman. 

Mr. Bates. We will take a recess for a few minutes. 

(Thereupon a short recess was taken.) 

Mr. Bares. Captain Hoyt, in the Secretary’s statement on page 1 
he made this comment: 

It is difficult for an individual to determine what the entitlement of his sur 
vivors would be under the present system. 

Do you wish to elaborate a little bit on that and tell us some of the 
difficulties which have been experienced ? 

Captain Hoyt. I would be glad to say that the difficulties are mani 
fold. In the first place, just as a very rough indication, the forms that 
a widow must file weigh 1114 ounces. That is without affidavits and 
everything like that. They are multiple. 
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From the social-security forms, for example, she has to select 1 out 
of 4 to determine which one is applicable. They are very difficult t: 
fillout. Some of the veterans’ forms are just as difficult. 

Particularly in the case of parents; in certain sections of the cow 
try we have people who do not understand or read or write English 
awfully well, and they get these papers and these forms and they lit 
erally do not know what to do with them. When the family is nea 
a military station of some sort it is not so difficult, because we ca 
furnish assistance, and we do. But when a man is killed and his 
family is far away, the widow and the aged parents very often can 
not and do not collect their full benefits. 

I believe you had an analysis made of the number of deaths that 
occurred during the month of January of 1954, and I believe that you 
found some rather astonishing results of entitlement but not being 
interceded in. 

Mr. Carnes. For the benefit of those present, Captain, we will go 
into that particular facet on Friday. 

Captain Horr. I understand. 

a Carnes. That is all right. 

Captain Hoyr. I am not trying to get ahead, but there is no ques 
tion about the fact that it isa problem. I have tried to solve it in my 
own case by filling out a complete set of forms applicable to my fam- 
ily with everything but the date of my death in them, leaving it in 
my safe- deposit box; but everybody cannot do that. 

Mr. Carnes. Are you of the opinion that those forms could be 
greatly simplified and still contain the information that is necessary 
for these agencies to properly be able to adjudicate the claims? 

Captain Hoyt. That is an awfully hard question to answer because 
almost all those forms are based on some provision of statutory law. 
I do not believe that any of us in the Government are inclined to try 
to write a simple form. 

Seriously speaking, it is awfully hard to see what could be elimi 
nated and what could not be, unless you are fully familiar with every 
aspect of the statute. I would prefer to beg the question on that one. 

I suspect that they could be simplified, but I would not want to say 

how. 

Mr. Bares. On a lot of the forms I have seen they can think up a 
lot of ideas on those forms that were never in the statutes. 

Captain Hoyr. I could not agree with you more, Mr. Chairman. 
You have participated in the forms business when you were in the 
Navy and they asked you practically everything except how many 
warts and moles you have, it seemed to me, that has no bearing on the 
subject. 

Mr. Carnes. Captain, is there anything in your opinion that the 
Department of Defense could do to help facilitate these widows in 
applying for and actually receiving all the benefits to which they 
e “ itled, which is ae currently being done ? 

Captain Hoyt. I do not al there is much that we can do that we 
are not trying to do now. I do not say there is not room for Tr 
ment in what we are actually doing. As I say, it is pretty easy for 1 
to take care of a death on a ship or a station. 

We have had in the Bureau for some time now a manual of sur 
vivorship benefits, and every ship has one of them now, and they are 


are 
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supposed to have an officer who knows how to handle them at ever 
station. 

Mr. Carnes. Within your training program, for recruits or any 
where else along the line, or even for officers, how often are these 
people called together or really indoctrinated as to what benefits 
they are entitled to within the service ? 

Captain Horr. I could not answer that. I would say offhand that 

probably is not done at all. I think what happens is that when a 
man is killed we try to get in touch with the survivor. I think the 
point you are making might be a very good one. 

Mr. Carnes. Most of the people in the service have families who 
have friends in the service, or other people. If a widow were faced 
with the situation of having lost her husband i the man was an 
officer and he had several fellow officers who were friends of the fam- 
ily, is it not quite likely that the surviving officers would be of little 
assistance to that widow, because they themselves may not know all 
the things to which she is entitled ? 

Captain Hoyv. I think that that statement a year ago would have 
been absolutely correct. I think this thing has been so thoroughly 
discussed and so much effort has gone into the setting up of a so-called 
survivorship expert in every command that I do not think in a death 
at an installation or on a ship there is much chance of the widow not 
knowing what the benefits are to which she is entitled. 

Mr. Carnes. If a death occurred at an installation and the man’s 
body is shipped home would his wife not accompany the body to the 
place of interment? What I am saying, Captain, is that she would 
not be at that installation a sufficient time to properly get the benefit 


rs 


of those facilities. That is the very question I was asking at the be- 
ginning, as to what training program the military has to acquaint all 
these people with existing survivor benefits. You said in one in- 
stance you were doing practically nothing, that there were no train- 
ing programs, and now you say most everybody knows today. 
Captain Hoyr. What I was trying to say is that I think what 
knowledge they have acquired has not been acquired as the result of 
a system: itie training program covering e very member of the service. 

Mr. Carnes. If we were to go over to the Pentagon and stop 50 
officers and enlisted men what would they say? I am asking your 
opinion because you are perhaps one of the best-versed men on this 
subject over in the Pentagon. Just in your personal opinion, if you 
were to stop 50 people at the Pentagon, ranging from the highest 
officers down to privates, and tell them you were making a survey, 
“In the event of your death, what would your survivor ‘be entitled 
to?” how many out of the 50 do you think could give a complete 
victure of what their mother, father, children, or whatever it might 
be would get? Do you think it would be a very high ratio? 

Captain ‘Hoyt. No; I think it would be a ver y low ratio, Mr. Carnes. 

Mr. Carnes. To that extent the military is still lacking quite a bit 
in educating its own people as to the survivor benefits that have been 
provided by the Congress. 

Captain Hoyt. I think that is a correct statement. I say, we have 
taken a lot of steps in the last year, but I think if you stop oe 
officers, leaving the enlisted men out entirely, if you had 10 of them 
who knew the entire story right now you would be lucky. You see 
what I mean? 
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Mr. Carnes. Yes. 

Captain Hoyr. On the other hand, I think if any 1 of those 50 wer: 
to die in the Pentagon that his widow would be pretty well informed 
of her rights. 

Mr. Carnes. Let us take an industrial company, for the sake of 
making an analogy, which I think is very pertinent. When a com 
pany goes to the expense of putting in a retirement plan, or if 
goes to the expense of putting in a group-insurance plan or a health: 
insurance plan or something like that the company goes to great 
lengths. It even knocks the people off from work and loses mone y. 
The production stops, because they want the workers to know what th 
company has provided for them, because by having informed the work 
ers of what is provided for them they feel that “it gives the workers 
a sense of loyalty to that plant and gives them a sense of security and 
all those things. 

Quite often a process of this kind is involved, when you talk about 
the need for survivors’ benefits, and they say, “We must have thes: 
things if we are going to recruit new people. The very existence of 
these programs is what induces people to stay in the service.” Could 
that be true if you have a mass of people who do not even know what 
the entitlements are ? 

Captain Hoyt. I would say this: They all have a vague idea that 
they are entitled to something. I think they do hear at the time the »y 
are recruited. I think our recruiting lecture very definitely lays a 
great deal of stress on all those things. I think they hear that in boot 
camp. I would not want to answer for sure, but I am also positive 
they get informed in a very general sense. 

But time marches on. The laws change, as you point out. With the 
change in the laws I think it is a considerable time before the in- 
formation catches up. 

For example, the social security is a very good example of that. 
The 1950 amendments to the Social Security Act gave retroac tive 
coverage to a lot of people in the service. I know of at least 2 or ‘ 
cases where the children grew up beyond 18, or the widow tiniavled. 
even though her husband was killed as early as 1942 or 1943, and they 
never drew a penny from the thing because they did not know. 

Mr. Carnes. Captain, to cone Jude this point and proceed on to some 
thing else, I think we have made the point that whether the present 
system be continued or whether a new system be devised—are you of 
the opinion that the Department of Defense in the interest of this 
subject of survivor benefits should do more than it is currently doing to 
educate all men in the service as to what their rights and entitlements 
are in the form of survivor benefits? Do you feel that that program 
be emphasized more than it is being emphasized today ? 

Captain Hoyt. I certainly think there is room for improvement. 

Mr. Bares. A good deal of improvement. 

Mr. Carnes. All right, sir. Fine. We will proceed on to another 
point. 

I might say we have had the pleasure of your testifying twice before. 
We may not have too much continuity to our testimony this afternoon. 
Even though the previous hearings were executive sessions, we do not 
want to go over the same ground we have adequately covered. 

Captain Hoyr. Yes, sir. 
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Mr. Carnes. With respect to the Kaplan Commission recommenda 
tions and with respect to the Department of Defense draft bill that 
has been written to implement those recommendations, I wonder if 
vou would state for the committee and the record how you treated 
reservists; that is, those people who come on active duty for 2 weeks, 
those people who fly on the weekend or just participate in weekend 
tr ae or anyone who is classified as a reservist in that status. 

Captain Hoyr. In other words, what we would call the inactive 
training duty reservist ? 

Mr. Carnes. Yes, sir. 

Captain Hoyt. We treated them just exactly the same as though they 
were regulars and on full active duty, for a death. 

Mr. Carnes. Is that not a new concept? You do not treat them 
that way at this time? 

Captain Hoyt. No. They are now all covered under FECA, Fed- 
eral Employees Compe nsation Act. 

it Carnes. Yes, sir. 

Captain Hovr. It is quite a radical change. One of the basic prin 
ciples, I think, of all the plans that have been advanced to date—or at 
least lately, in the last 2 or 3 years I know of—was to try to get all 
members of the military system under a uniform system where you 
would not have these tremendous differences in benefits between an 
active reservist or an inactive reservist, as long as he was actually on 
duty. 

Mind you, we do not mean a man who is going to or from the 
armory, but if he is in the armory and gets killed as a result of the 
accident we feel we have killed him just as much as if he had been on a 
ship. 

Mr. Carnes. If he is a National Guard man training from 7: 30 to 
9:30 p. m. 

Captain Hoyr. Let us say that somebody things he has a blank 
cartridge in the gun and shoots him or something of that tshtare. 
Then we believe he should be covered exactly the same. 

Mr. Carnes. You do not have a portal-to-portal concept there ? 

Captain Hoyt. No, sir. 

Mr. Carnes. What about the incident of the Pennsylvania train 
wreck, where all those National Guard men were en route to camp? 
Would they have been covered ? 

Captain Hoyt. We believe they should have been covered. 

Mr. Carnes. Your coverage takes up not when the man leaves home 
to go to training station, but when he embarks on the train to go to 
camp ? 

Captain Horr. That is correct. 

Mr. Carnes. Even though there are fine lines of distinction you 
believe you have adequately spelled it out ? 

Captain Hoyt. I believe so. Of course, I am not a lawyer. 

Mr. Carnes. Neither am I, sir. 

Captain Hoyt. I know that was the intent, and I believe that was 
what the act says. 

Mr. Bates. In those cases each individual actually arrived on the 
train. What would it be if they had just left the house to go to th 
train? Where do you start? 

Captain Hoyr. In this particular case the unit. was assembled at 
the Pennsylvania State Armory. They were inducted into the service. 
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Those people were inducted not for a period of training of 2 week 
or anything of that sort. That particular outfit was going off to th 
war. In other words, they were being mobilized for Korea. Wher 
they reported into the armory and were issued their gear and fee! 
into the Chesapeake when they were inducted, that was where the 
coverage would have started. 

Mr. Carnes. At the Naval Air Station in Norfolk you have the 
Flying Training Center for this whole area? 

C aptain Hoyt. Yes. 

Mr. CARNES. Some of those people, in order to get in 1 weekend 
month, have to travel a distance of 150 or 200 miles, such as fron 
Richmond to Norfolk. 

Captain Hoyt. I know. 

Mr. Carnes. What if a man were taking his automobile and wa 
killed in an automobile accident going from Richmond to Norfolk? 
He would not be covered ? 

Captain Horr. He would not be covered, no. 

Mr. Carnes. Even though he was going to pursue that weekend 
duty ? 

Captain Hoyt. No. 

Mr. Carnes. All right, sir. Fine. Captain, of this 6-month pay 
gratuity Mr. Kaplan recommended that the minimum be $1,200 and 
the maximum be $3,000. He said the $468 which is the minimun 
payment was too low, and the $6,100-some-odd was too high. He 
recommended the base of $1,200 and the top of $3,000. 

Upon an analysis of the in-service deaths we have referred to wi 
have found there are very few officers in the 6-month death gratuity 
bracket who would draw over $3,000, but there are a great many who 
would draw less than $1,200. 

Captain Hoyr. Officers? 

Mr. Carnes. Enlisted men. 

Captain Hoyt. That is correct. 

Mr. Carnes. The change in the 6-month death gratuity was not 
designed to save any money ? 

Captain Hoyr. That was not an economy measure. 

Mr. Carnes. In essence it may possibly cost more? 

Captain Horr. We believe on the basis of the 1952 strength, that 
the June 30, 1952, strength will cost about $8 million. 

Mr. Carnes. More? 

Captain Hoyr. Yes, sir; more. 

Mr. Carnes. In between that $1,200 and that $3,000 you would 
continue to compute a man’s 6-month pay gratuity at whatever level 
he may be drawing it, if it were between those two figures? 

Captain Horr. That was the plan; yes, sir. 

Mr. Carnes. The question I want to ask in regard to that is this: 
It has been suggested to the committee that rather than having that 
scale, so to speak, with a minimum and a maximum, inasmuch as you 
are going into a rather new comprehensive program of social security, 
which would give you a lump-sum death benefit, why would it not be 
best to adopt a one-lump-sum payment in lieu of the 6-month death 
gratuity at some arbitrary figure of $1,500 or $1,800? Let us say 
$1, SOO, for the sake of our discussion. 

Mr. Kean. That would cost a lot of money. 

Captain Horr. Let me say this, sir—— 
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Mr. Kean. Why D1,800 ¢ Why does it cost an officer’s wife any more 
to move her family back to civilian life than it does an enlisted man 
wife ¢ 

Captain Horr. As a general rule, Mr. Kean, I think that the answer 
there is that he is paying a higher rent and loses a higher rental when 
they move. I think in many cases the children are in private school. 
They lose whatever advance tuition they have paid. I think they 
probably have a few more appliances to move. 

By and large I think the breakup of the home and the expenses of 
moving are pretty much commensurate with the walk of life or the 
income strata to which you belong. I think that can be pretty well 
demonstrated to be the case. 

We did think—I may say that this revised death gratuity is one of 
the items which we strongly recommended before the Kaplan Com- 
mittee—that the $468 would not do. 

Mr. Kean. That is too low, definitely. 

Captain Hoyt. That would never do. We thought that the maxi- 
mum of $6,857 was high. We do believe that modification in that area 
is not only justified but proper. We also feel that the amount of that 
modification depends a good deal on the other pieces of the program ; 
in other words, if a person is going to have a fairly large income after 
moving, he does not have to have so much cash in hand. 

Mr. Bares. On that point, as far as the appliances are concerned, 
that widow would not have to pay for the shipment of the household 
effects. 

Captain Hoyr. I beg your pardon. With the weight limitation on 
there she could very easily have to pay a good deal of money for it, and 
the older she was and the more stuff she had, the more she would have 
to pay. Under existing law she cannot get reimbursed for more than 
11,000 pounds. 

Mr. Bares. Which should be quite enough. 

Captain Hoyvr. I do not know. 

Mr. Bares. I do. We made changes in those shipment weights. 

Captain Hoyr. I know that there was a change made last year. It 
was 9,000 and it has gone up to 11,000. 

Mr. Bares. All of that situation has been rectified. 

Captain Horr. I might say I would not believe most of the admirals 
I know would say it has been rectified. 

Mr. Bares. I expect that a lot of people would never be satisfied, but 
I have seen a lot of junk shipped from one part of the world to another 
= never would have been shipped had they had to pay for it. 

Captain Hoyr. I would agree. 

Mr. Bares. If they had to pay for that themselves, I suspect there 
would not be many inclined to pay for it. 

Mr. Carnes. How many widows of survivors ees acutally have 
all of their household effects with them? In a great many cases does 
this not go to people back home who do not icant to have any adjust 
- nt allowance, especially in the case of mothers and fathers? 

Captain Horr. 1 woul 1 say that. there are many cases where that is 
true, but the more expensive home you live in the more it costs you to 
break up. I do not think there is anything unreasonable in that state 
ment. 
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Mr. Carnes. I do not have the exact percentage with me, but ov: 
50 percent of the inservice deaths last year were men who were no 
oo 

Captain Horr. Last year or last January? 

Mr. Carnes. Last year. That figure was supplied by the Veterans’ 
Administration. For those 50 percent, they were merely provided by 
a mother or father or brother or sister back home who received the best 
gratuity primarily through the mails. 

To get back to my point, Mr. Kean mentioned that the $1,800 figu 
may be too high. 

Mr. Kran. What I meant was that it would cost the Government 
lot of money. So many of them, as you said before, are getting $400. 
$500, $600, or $700. If you jumped it up to $1,800, it woul 1 cost the 
Government a lot of money. 

Mr. Carnes. We were talking about $1,800 for the sake of ~ 
sion. Let us take a $1,200 figure. Express yourself as to whether « 
not a fixed amount in lieu of the present 6 months’ death gr atuity 
would possibly be acceptable to the Department of Defense. Would i 
greatly simplify the administrative cost ? 

Let me ask another question to clarify this to the committee: Is not 
that cost paid directly to the widow at a military installation if she 
needs it? Is not the commanding officer of that base allowed to pay 
that to the widow ¢ 

Captain Hoyr. That is generally correct. The reason for that is 
because, as you undoubtedly know, if a man dies on the 14th of the 
month, and he has 15 days’ pay coming to him, he would not get that 
until it had gone around through the General Accounting Office, and 
it takes about 6 or 7 months, so that is another reason for the death 
gratuity to be paid, and it is paid immediately to the widow. 

Mr. Carnes. To get back to this lump-sum payment of, say, $1,200, 
if the Kaplain Commission’s recommendations were put through, all 
people would be covered under social security. Therefore, within a 
period of 1, 2, or 3 months that widow would get an additional lump- 
sum payment from social security, would she not? 

Captain Hoyt. That is correct. 

Mr. Carnes. Let us get back to the question of whether or not it 
would be feasible and acceptable to the Department of Defense to 
consider—and I know that you cannot speak unequivocally for the 
Department of Defense—the possibility of a fixed lump-sum payment 
of some amount to be determined, $1,200 for discussion, and in lieu of 
the present 6 months’ gratuity. 

Captain Hoyr. The only thing that I can say on that would be this : 
I think, as I have said before, it would depend entirely on the othe: 
parts of the house. I do not think that you can express an opinion 
on one brick when you are building a wall. 

If the income benefits were reasonable and there were some method 
of assuring that they would start within a reasonable length of time, 
or if by chance this business of passing the arrears in pay went 
through, if that procedure could be shortened up, which I believe it 
could be, then I think possibly this concept would not be completely 
unacceptable. I think that you might have some trouble with some 
individuals, but I think by and large it would be acceptable. 

Mr. Bares. It would depend upon the rest of the program ? 
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Captain Horr. That is it exactly. 

Mr. Carnes. We will proceed to another item. 

This morning I submitted for the record the letter from the Vet 

erans’ Administration to the chairman with regard to their comments 

upon the Department of Defense’s draft bill. I am sorry that I do 
not have it with me because it was sufficiently marked so that I could 
ask you the next question. I am sure that you will get the drift of 
what I want. 

In your Department of Defense bill there is some language which 
says that all persons upon entering the active service would have to 
convert their national service life insurance from term insurance to a 
permanent plan. Then by the same token when the gratuitous indem 
nity was put into effect, the Congress did not allow the people to have 
a permanent plan of insurance. They merely provided for term 
insurance. 

I would appreciate it if you would explain to the committee why 
that provision of the insurance bill was inserted in the Department 
of Defense’s draft bill. 

Captain Hoyr. I can answer that very quickly. That was one of 
the recommendations of the Kaplan Committee, and we were in 
structed to bring out a bill which would carry out all the provisions 
of the Kaplan Committee’s recommendations. 

Mr. Carnes. I would like to know if you would call Mrs. Pepper 
up to answer a question for us. Mrs. Pepper, would you identify 
yourself for the record ¢ 


STATEMENT OF MISS FRANCES PEPPER, LEGISLATIVE DIVISION, 
DEPARTMENT OF THE NAVY 


Miss Perrer. I am Frances Pepper, of the Legislative Division of 
the Department of the Navy. 

Mr. Carnes. The question is, if the Department of Defense bill were 
to be implemented into law exactly as written now with that provision 

regarding insurance requiring the people to make this conversion, as 
a lawyer, i is there any question in your mind as to the fact you may 
be abrogating a contract ? 

Miss Perper. We asked the opinion of our Judge Advocate General 
and he was of the opinion we would be infringing on the contract. 

Mr. Carnes. So that provision of the bill could not really hold? 

Miss Pepper. We realized we would have to make some kind of 
change in that. 

Mr. Carnes. So if you had this new survivor benefit program of the 
increased Veterans’ Administration compensation and social security 
on a contributory basis, and if you kept the 6 months’ death gratuity 
in some form and you called people back into the service who had 
national service life insurance, they would continue to keep that just 
as they have it at the present time ? 

Miss Peprer. | do not know. 

Mr. Carnes. They would be permitted to keep it if there would be 
no restriction. They would not have to give it up. 

Miss Perrer. That is right. 

Mr. Carnes. After the Federal Government had provided a more 
liberal survivor benefit program in some respects than exists today, 
then the people who come back into service, maybe in time of a na- 
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tional emergency or something of that nature—and you may be abl 

to answer this categorically—for those people who come back on active 
duty and hold a national service life insurance policy, or United States 

Government life insurance policy, and are killed on active duty, then 
the Federal Government picks up the full amount of that policy and 
it is paid out of United States Treasury funds; is that correct? 

Miss Perrer. That is correct. 

Mr. Carnes. That being a type of service life insurance polic, y 
there are a great many benefits that can go with the policy. They 
can designate any beneficiary they desire. They can have several 
settlement options that they can elect. All are benefits under the in 
surance plan, are they not? 

Miss Peprer. Yes. 

Mr. Carnes. If the Government is providing this upgraded Vet 
erans’ Administration compensation and the new social security on a 
full contributory basis, then there would be some people, if they died 
in the service as a result of extra hazard death, the beneficiaries or 
survivors would be getting a third layer of survivor benefits, which 
ac - lly would be at “the expense of the Federal Government. 

Captain Horr. That is correct. 

Mr. Carnes. Where you have a widow who lives in a small town 
and her husband died and he happened to have national service life 
insurance, or United States Government life insurance, she could get 
the social security, she could get the Veterans’ Administration com- 
pensation, and she would additionally get from the Government’s 
administration a check representing this insurance settlement. How- 
ever, there may be another lady whose husband may not have had 
national life insurance, or United States Government life insurance, 
so she would only be able to get the two layers of benefits, 

The second lady may well reason—and this may be a growing 
claim—that her husband would have been glad to have paid the 
premiums that are necessary under Government insurance programs 
so as to enable her to get even this third layer of benefits, so as a 
practical matter does not that present a very real problem in the 
implementing of this, and what suggestions do you have to overcome 
ths : problem ? 

Captain Hoyv. I think the problem is a very grave one. I think 
it is one of the most difficult ones that faces the committee. 

The national service life insurance holder is definitely today in a 
better position when he is on active duty or anywhere as compared 
with the holder of an indemnity because of the very thing that you 
mentioned—the multiplicity of options, the interest rate, and the 
more favorable mortality table. That situation is one which we 
inherited, you might say. It is in existence. I agree with you, 
some method of equating those, insofar as possible, should be found. 
There are many ways of doing it. There is one way that I can think 
of. The service compensation could be adjusted to take care of both 
indemnity and insurance so that the only difference in the monthly 
payments would be the difference in the interest rate between the 
national service life insurance holder and the indemnity holder. 
Something along that line could be worked out. I am not prepared 
to say at this time just how closely those things would equate, but I 
think that you could equate them by some method of that sort. That 
is one way of doing it. 
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Mr. Harpy. You do think it would be necessary to make some pro 
vision to keep the holder of national service life insurance from 
hi . ing too great an advantage? 

Captain Horr. I will say this much—he has a big advantage now. 
I am a holder of national service life insurance, so I am making 
admissions against interest. I think with the new plan that advan- 
tage might loom pretty big. 

Mr. Harpy. Let us express it another way. In view of the fact 
national service life insurance has provided certain advantages that 
are not provided in other plans, if a new plan is developed to provide 
still further advantages, the full amount of those advantages should 
not accrue to the holder of national service life insurance ¢ 

Captain Hoyt. I would not say that. 

ne Harpy. I am just trying to explore } your thinking. 

Captain Horr. My gener: al thinking is this: If you set out a new 
program and if you leave the indemnity in existence, but only in the 
form of settlement—— 

Mr. Harpy. Obviously. 

Captain Hoyt. Make it for the married life of the girl, then those 
payments under that would not be too far away from the payments 
that come from national service life insurance. 

Mr. Harpy. You cannot do that. 

Mr. Bates. I do not believe that you can do it. On the other 
hand, as I suggested yesterday, you could produce, perhaps, some 
of the new benefits in relation to the benefits accruing under the 
insurance program, just the same as you have your choice when we 
got out the new law. We said that you could have $10,000 worth 
of national life insurance and you can continue to pay for it, but 
that is the maximum you can have. You cannot have the free insur- 
ance if you continue to pay. On the same basis, we could deduct 
these other payments. 

Captain Hoyt. I think it is more an exercise of semantics, but I 
think it is a principal, a practical approach. I do not think that you 
can say we are going to penalize a man who has been paying for 
benefits. 

Mr. Carnes. You are not going to penalize, and you are not going 
to give him all the additionals. 

Mr. Batrs. You did the same identical thing on the free Govern- 
ment insurance. 

Captain Horr. No; I do not quite agree with you there. You said 
there—you can keep what you have. If you do not have enough of it 
we will make it up. We did not say that we are going to take away 
your national service life insurance, or offset it. 

Mr. Bares. In effect the Government gave a free benefit, free in 
surance. They say if you have $10,000 in insurance and you want to 
continue that, you cannot have any of the free stuff. It would be the 
same identical situation with any other benefit. 

Captain Hoyr. I do not think it would be quite the same. 

Mr. Harpy. You are splitting hairs. 

Mr. Bares. He knows how to do it. 

Captain Hoyt. I am not splitting hairs. I just think there is a 
difference where you turn around and say to a man you have carried 
something for a long time and because you have done this we are going 
to cut you down to the point so that it will not cost any more. 
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Mr. Bares. We are going to say that you can have everything that 

you are entitled to under this. You think that over, Captain. 
Captain Horr. I have been thinking it over. 

Mr. Harpy. Certainly you could not do anything to abridge any of 
these rights or privileges or advantages that accrue from national 
service life insurance. 

Captain Hoyt. I grant you that. I do not think you can. 

Mr. Harpy. Whether you can or not, it would not be right. 

Captain Hoyv. I do not think it would be. 

Let us take a hypothetical case. Let us take a man who has national 
service life insurance and can get a settlement for $50 a month. We 
will assume that the new service compensation would be normally $150 
a month. You say, “All right, you have been carrying this for many 
years, now we are only going to give you $100 a month despite the 
fact that you have paid for it. 

Mr. Harpy. No,no. That is not the same thing. 

Mr. Bares. Let us move on to another subject. 

Captain Horr. There is an area where some compromise might very 
well be proper. 

Mr. Carnes. Would you be willing to make this admission, it is a 
thorny area? It is something that will require perhaps weeks of de- 
liberation with all the interested groups before you can arrive at a 
decision that will be acceptable to all concerned ? 

Captain Hoyv. I think it is probably the toughest spot in the whole 
tangle. I will say this much: Mr. Burgess said that the committee 
could count on all the assistance and help we can give it in trying to 
solve the problem, including the actuaries and anyone else. 

Mr. Carnes. In the Department of Defense bill, by implementing 
the Kaplan Commission’s recommendations where the survivor is a 
widow or a widow with minor children and she is the prime bene- 
ficiary, she could get any survivor benefits which anyone would be 
entitled by virtue of that death, and mothers and fathers and brothers 
and sisters, regardless of their status, dependent or not, weuld not 
receive any benefits by virtue of that death; is that correct? 

Captain Horr. That is correct. 

Mr. Carnes. I wonder if you would elaborate a little bit as to 
whether the Dep: urtment of Defense, the Secret: ry, has said that you 
are in a position to speak on policy matters. Does the Department. 
of Defense subscribe to that philosophy, that where the prime bene- 
ficiary is a widow, or a widow with minor children, that regardless 
of what the circumstances may be with regard to parents, no benefits 
should be paid to such parents? 

Captain Horr. Again, I can speak only in a very general way be- 
cause those things are things about which an individual can never 
speak for the Department of Defense. I would say that there is a 
good deal of thinking among the people who have discussed this 
thing and studied it that the present bill may be a little too restrictive. 

I definitely believe that the present system is perhaps overgener- 
ous. There seems to be an awful lot of parents g getting paid in -addi- 
tion to the widows under the existing situation. 

Mr. Carnes. There appears to be a great many dependent parents. 

Captain Hoyr. Yes. 

Mr. Barres. Let us get one point clarified. I was of the opinion 
you were speaking on behalf of the Department of Defense. 
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Captain Hoyt. I am, sir. 

Mr. Bates. And that the views you express today are the views of 
that Department. 

Captain Horr. Insofar as any individual can so do, sir. 

Mr. Harpy. You do not think that the Secretary of Defense has 
any trouble doing that, do you? 

Captain Hoyr. I think he has experienced a good deal of trouble 
with that. I think, to be perfectly truthful, Mr. Hardy, you have 
often sent down pieces of legislation and tried to get coordinated 
comment on it. 

Mr. Harpy. I have found it very disturbing. 

Captain Hoyt. Within those limitations, the Secretary today gave 
mea lot more carte blanche than I expected. 

Mr. Bares. Let him be the judge of that now. I had a discussion 
with him before the meeting started, and also reiterated my ques 
tioning on that point after the meeting had begun, and he said you 
were the spokesman this afternoon for the Department of Defense. 
Let us have the record stand on that. 

Captain Hoyr. All right. 

Mr. Carnes. Perhaps Admiral Womble would like to make a com 
ment on that just to clear the record. 

Admiral Womrur. I think Mr. Burgess is entirely correct. I think 
Captain Hoyt is quite right, that the statements he makes do have 
the authority of the Department of Defense at this time. 

Mr. Carnes. At some date in the future, Admiral, maybe 15 days 
from now, in order for the committee to arrive at some conclusion 
as the result of a basis of fact, and in order to substantiate that fact. 
[ would think they would want to show in their report that the po- 
sition of the Department of Defense on this matter, this particular 
issue, was thus and so. 

Admiral Woms.z. May I say the position of the Department on this 
issue, as I see it, is that the Department of Defense buys the Kaplan 
Committee report entirely and has incorporated that in its law. 

Mr. Harpy. Without any reservation ? 

Admiral Womste. Without any reservation. As witnesses before 
this committee, there are certain areas where we can say that this is 
not law as yet. It is a bill that has been proposed, and if you gentle- 
men recommend certain changes. I think it is up to us to speak as to 
what we feel our position should be. Our position at the present time 
given by the Secretary of Defense is that we are in concurrence with 
the Kaplan Committee recommendations. 

Mr. Carnes. Captain Hoyt, in pursuit of that line of thinking— 
that you are in agreement with the Kaplan Committee recommenda- 
tions—you have prepared a bill that would implement the Kaplan 
Committee recommendations ? 

Captain Hoyt. Correct. 

Mr. Carnes. Was it ever the thought in the Department of De- 
fense that if this bill could be acted upon by the Congress as it was 
submitted to the Bureau of the Budget for clearance, it would serve the 
purpose of implementing the Kaplan Committee recommendations? 

Captain Hoyr. If it had become cleared and was part of the pro- 
gram, I would say that very definitely. 
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Mr. Carnes. You would have no reservation then in recommendin; 
that the Department of Defense submit that bill to the Congress a 
7 bill to implement the Kaplan Committee recommendations ? 

Captain Horr. Let me say this: I think the basic principles of t] 
Kaplan Committee report are of more importance to the Departme: 
of Defense than, shall we say, the exact format in which they are 
finally settled. When we come right down to it, after all, the bill 
not even a bill; it is a legislative proposal. Unless it is introduced it 
would not even be a bill. 

It was our hope—and I think Admiral Womble will back me up o. 
this—that this committee, in looking into the situation, would use t] 
bill as a springboard, would accept the general principles, and the: 
if the committee found certain things that needed correction they 
could so state. 

Mr. Bates. What was the question that you asked the admiral 
originally ¢ 

Mr. Carnes. We were talking about dependent mothers and father 
I think that he has adequately disposed of that. 

Mr. Bares. Has the captain answered that satisfactorily ? 

Mr. Carnes. Let us come back to the question of dependent mother 
and fathers just to be certs ain that we have this in the record. 

The Kaplan Commission’s proposal in your bill states where there 
is a prime beneficiary, a surviving widow, or one with minor children 
and she receives the payments, then that negates the possibility of 
any dependent parents receiving payments by virtue of the same 
death. 

Captain Horr. That is the bill as we present it. There has been 
objection to that made at levels other than the Department of Defense. 
That is an obstacle that has been raised. 

Mr. Harpy. Let me see if I can help. You think the Defense De 
partment might be flexible enough to modify its position in that 
respect ¢ 

Captain Hoyr. I would say very definitely there is a strong possi- 
bility of it under certain conditions; yes. 

Mr. Bares. You have not answered the question to my satisfaction. 

Does the Department of Defense take any position at this time on 
that specific item? 

Captain Hoyvr. I do not see how I can take a fixed position other 
than to support the coordinated position of the Department of De- 
fense. I think that I am trying to convey that the Department of 
Defense does not consider that our original legislative proposal would 
be the last word in equity and justice and sound law. 

Mr. Bares. In brief, do they support this at this particular time? 

Captain Hoyt. I would have to say that they do. 

Mr. Carnes. Captain Hoyt, when Mr. Kaplan appeared before the 
committee in executive session he stated that in his authorizing legis 
lation to pursue this study he was limited primarily to the scope of 
the retirement benefits for Federal personnel, and that included the 
Armed Forces. He got into the Armed Forces survivor benefits, but 
he did not have any authorizing legislation to allow him to deal with 
veteran legislation. By the same token, when you drafted your draft 
bill to submit to the Bureau of the Budget, you likewise were merely 
trying to implement the Kaplan Committee recommend: ations, and 
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you did not give consideration to all the problems that would be raised 
within the veteran populace; is that right 

Captain Horr. No, sir. 

Mr. Carnes. As you have analyzed this thing with a great many 
people, and as we have worked together on it during the past 6 weeks 
and at other times, has it not occurred to you that if the Department 
of Defense’s bill were enacted into law, or put into law by the Con 
gress, it would cause many problems of great magnitude, and cause 
many disparities which have been pointed out both in executive session 
and today and will be pointed out tomorrow, and that bill, rather than 
solving the survivor benefit problem, will perhaps complicate things 
further, and to put into effect a bill which merely tries to implement 
the Kaplan Committee recommendations and does not take into con- 
sideration all these various ramifications, some with very significant 
implications, would be a dangerous thing to do? 

Captain Hoyr. I think that Mr. Burgess answered that in his orig- 
inal statement. I believe that he said the Defense Department would 
interpose no objection. I think he said that they would have no ob- 
jection to having the thing extended or handled by the other groups 
providing the primary purpose of the bill was to protect the active 
people. 

Mr. Carnes. Do you think with all the knowledge there is on the 
subject in the various Government agencies that within a period of 
2 months, by concerted efforts of everyone that you could gather, that 
you could draft a bill which would satisfactorily work out the prob 
lem areas that have been presented in executive session, and here 
today, and that problem area that exists where you know there is a 
great conflict of interest between various groups! Do you feel that 
within a 2-month period a satisfactory survivor-benefit bill acceptable 
to the Department of Defense, acceptable to the Veterans’ Adminis- 
tration, something which would have the sanction of the Bureau of 
the Budget, could be devised ? 

Captain Hoyr. I think if this committee, which has really that 
task laid upon it by the resolution setting it up, were to provide 
general guidance in the area I see no reason why something of that 
sort could not be worked out. 

Mr. Carnes. Miss Pepper, you are an attorney. We have consulted 
with the Legislative Counsel’s office here in the House and they know 
roughly the “broad general scope of the problem. Their attorneys are 
very much concerned about all of these ramifications. Putting in new 
legislation is a comparatively simple thing, but it is very difficult to 
exclude all the existing legislation. 

Do you, as an attorney, and as a lawyer for the Department of 
Defense, who has worked consistently and persistently on the draft- 
ing of this bill, feel a survivor-benefit bill could be drafted within 
2 months? 

Miss Perper. No. 

Mr. Carnes. You do not? 

_— Pep »peR. No: absolutely not. 

Captain Hoyr. I certainly defer to my learned counsel. 

Miss Perper. It would be impossible. 

Mr. Carnes. You think that it would be impossible to draft an ade- 
quate survivor benefit bill giving just consideration to these problem 
areas ? 
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Miss Pepper. It might not be impossible if you had all the problen 

solved to sit down and draft within that period, but it would take mu 
more time than 2 months to solve the soaliaanel and draft the bill to ge 
a coordinate draft that would be acceptable to all the interested part i: 
or agencies. 

Mr. Carnes. Well, I doubt if you will ever get anything that wil! 
exactly be agreeable to all the interested agencies, but to get t something 
which they would at least accept. 

Captain Hoyr. I think that it would be acceptable to them; yes. 

Mr. Harpy. Something that would be fair. 

Mr. Carnes. I think the real problem you have is to solve the 
—_ ulties in a manner that will produce fairness and equity. 

Captain Hoyr. Let me say if they are policy determinations and 
general outline of what a bill should do, and there is a determinatior 
of those things, then it does take, as you know, with the complexity 
of the law, a great deal of research and a great deal of study and eve1 
a little figuring here and there to see how things work out, but the 
first step, as I say, is to develop the policies. 

Mr. Carnes. To some small degree maybe that is what this com 
mittee is trying to do. 

Captain Hoyt. That is what I think the Department of Defense 
and I think Admiral Wamble will back me up on this—is trying to do. 
We are looking for guidance on these lines. We want to know what to 
this committee appears feasible. We want to be able to review it. 
I do not think anyone in the world is not amenable to reason. Some 
are more unreasonable than others. 

Mr. Carnes. Let us go to one other minor point and then I think we 
will be pretty much through for this afternoon. 

In your draft bill—and again I will not cite the exact language— 
you use the phrase “21 years of age,” referring to children, whereas 
social security and the Veterans’ Ac Iministration and other benefit 
programs provided by the Federal Government use the maturity age 
of children of 18. 

I wonder if you wotld explain to the committee why the 21-year age 
was chosen there as a termination date of benefits to minor children 
under your bill. 

Captain Hoyt. The first answer that comes to my mind on that is 
that the Veterans’ Administration programs use 18 years in those cases, 
but 21 years is allowed when the child is attending an accredited school. 

Mr. Carnes. But your bill does not contain any such reservation. 

Captain Hoyr. I understand that perfectly. 

Mr. Harpy. Your use of the 21 years does not indicate any change 
in the policy of the Administration with respect to voting age ? 

Captain Hoyt. I cannot speak for the Administration, I am sure. 

Miss Perper. I believe the 21 years of age is the age used for de- 
pendency in the Career Compensation Act. I think that is why we 
adopted the 21 years of age rather than the 18 years of age. 

Mr. Carnes. Mr. Kean, I do not know whether you have had an 
opportunity to review all the correspondence that the committee has, 
but some of the agencies commented they thought it was a dangerous 
precedent. 

You were very much interested in social security. They commented 
that it was 18 years of age in their program and they did not like 
to see a broad general program of the Federal Government changed— 
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changing what was their basic policy. You may want to comment on 
that. 

Mr. Kean. Of course, in the tax bill we carried beyond the 18 years. 
If they are at school, the parents get the exemption. That is the 
prec edent for carrying it beyond the age of 18. 

I would like to ask a question of C ‘aptain Hoyt. 

This morning when the Veterans’ Administration appeared before 
us they reiter: ated their principle that they did not like to consider one 
death different from another death; that their principle in the past 
has always been to pay just a certain amount for a death whether it 
was the death of a general or the death of a private. 

At that time I commented that, of course, the other thing would 
partly be taken care of if they stuck to that principle by the fact that 
the social security was geared for the higher pay. However, in think- 
ing it over, the Government is an employer of valuable people at 
high pay, and under these figures, to have her percentage reduced to 
o4 percent of the amount of her husband’s pay does seem to me, in 
the career service, unfair. 

Mr. Carnes. Would you say it is too low, Mr. Kean ¢ 

Mr. Kran. I think it is too low in the career service. I am talking 
about a man like you, Captain Hoyt. I do not know if you are a 
Reserve officer or a Regular officer, but if you are a Regular officer 
who has devoted his life to the service, I think it is low. 

Captain Hoyt. I am not a Regular. But as both a man and a boy, 
I have been around the Navy quite a bit. 

Mr. Kran. To have a career service person and a person who has 
devoted his entire life to the service and then if that officer is killed 
in action—I think General McNair was a special case along that line. 

Captain Hoyt. Well, there was also Admiral Sherman, who died 
after a great many years in service and his widow received only $900 
a year 

Mr. Kean. For a widow to only receive 24 percent of what her 
husband was drawing, is pretty low when you take into consideration 
the type of industrial pensions which are paid and, of course, we 
should consider, I think, the person in the career service somewhat 
in the same way, just as you would consider what would be done, 
perhaps, for the widow of someone in industry. 

Mr. CarneEs. What about in times of a national emergency where 
you bring a man in because of his special skill, such as was done in 
World War II, and you can commission him a captain, and then he 
would draw, if this law had been in effect, rates at a considerably 
higher level, although he was only in a temporary status, and if he 
were an employee of such companies as General Motors or Du Pont or 
A. T. & T., they would be giving him, or letting those benefits which 
exist, within the company, accrue to him because he is merely on a 
temporary basis. 

It is difficult to distinguish between the career personnel and the 
regular personnel. 

Mr. Kean. I realize the difficulty, but just the same I do think 
the career personnel and a person who has been devoting his life 
to the service is entitled to more consideration. 

Admiral Woms.e. Mr. Chairman, may I speak to that question for 
1 minute, please ? 
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Mr. Bares. Certainly, Admiral Womble. We shall be glad to hea: 
from you. 

Admiral Wome.te. The Kaplan Committee definitely considered 
that instead of having the same rate for each type service, that we tried 
to put it on this graded-skill basis in order to compete with industry, 

The services are at the present time having a great deal of difficulty 
competing with civilian industry for enlisted-personnel skills and 
general-officers skills. 

A number of years ago the service-retirement plan was pretty good 
in comparison with that of industry. Recently, however, industry 
has made great strides in improving benefits to its people. : 

One of the major problems which we have in the service today is 
the attempt to keep properly trained enlisted men with skills after 
they are trained, and also officers skills, but unless we have some sort 
of assurance along that line we could never get them, as far as pay 
is concerned, on the outside. 

Therefore, it is felt that some type system where the Government 
acts as an employer-like industry is absolutely vital. 

Mr. Kran. That is exactly what I am saying. 

Mr. Bares. That is the very reason that we passed many of these 
bills by the Armed Services Committee last year. 

Admiral Womsrez. That is right, sir. 

Mr, Bates. It costs $77 million to put through this new reenlistment 
bonus bill, because we were trying to lessen the turnover and increase 
the number of reenlistments. If we only bring the enlistments up 
5 percent, it will be worth while, because we are trying to retain the 
good men in the service. 

This philosophy is just the reverse of that. 

Captain Horr. Evidently. 

Mr. Carnes. I think the record will bear out the fact that we were 
trying to pursue this very point yesterday in executive session, and | 
believe it was you, Captain Hoyt, who made the point that the turn- 
over in the military was not too great. 

Captain Horr. Well, let us get the record perfectly clear. 

Mr. Carnes. Do you remember the incident ? 

Captain Hoyt. Yes, sir. I remember that Mr, Glenn was testify- 
ing, and he said there was a time when the turnover in the military 
was lower than that in industry. As I recall, I cut in and said that 
that statement needed to be elaborated upon, since I believed he was 
talking about the turnover the first 2 or 3 years, and we have our people 
for 4 years. During that period there is no turnover at all. 

Following that, Mr. Glenn called us and wanted to know how we 
could correct the record, and stated that he wanted to make clear the 
point as to the time which he was speaking of, which was some time 
back. 

However, following the first enlistment, I don’t believe that you 
can find a period in history where the reenlistment rate in the Umited 
States Navy has been as low as it is today, and I do not believe that 
we can find—and I know you cannot find, short of 1906—a period 
when the outside citizens’ pay scale was so high as compared to that 
of the services. 

Mr. Carnes. You are saying that you have a very great turnover 
at the present time? 
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Captain Hoyr. It is tremendous at the present time, but we do not 
have any turnover in the first + years. 

Mr. Bares. You cannot have any turnover in the first 4 years. 

Captain Horr. No, sir; that is right. 

Mr. Carnes. I will not go too far into that point, but L want to 
make one observation now which we will discuss in detail later. 

In talking about the administrative problems which would be in 
herent in putting the military under social security, I believe both 
the military and social security made a point of the fact that it would 
be somewhat simple to administer because you have a more static 
situation than exists in private industry. 

Captain Hoyr. It is more static in this respect: It is static for a 
period of time. 

Mr. Carnes. Are not the reenlistees constantly coming and going? 
They are not all enlisted for one 4-year period, and then you have 
a 4-year period of quiet ? 

Captain Hoyr. No, sir; I think both Social Security and the De- 
partment of Defense took this position on a method of handling this 
thing. 

In other words, a man would come in the service, he would have his 
social-security deductions made on his pay card. He would not have 
to have a card, and he would not have to do anything until he left the 
service or died. 

When a man does die in the service today, we have to notify the 
social-security people and they send us a form to send out, and we 
fill it out, and they determine from that form whether or not his 
beneficiaries are eligible. 

Mr. Carnes. Mr. Chairman, I might say that that is, perhaps, 
ideal way to do it, and we will not go into it at this time this after- 
noon, but I want to say that the Social Security Administration is not 
subscribing to that particular method of handling it. 

Captain Hoyr. The last time I talked to them they had. However, 
they may have changed their minds. 

Mr. Carnes. We shall discuss that phase of it at a later date. 

Do you have any further questions! I do not want to delay the 
Coast Guard, and I know the chairman wants to kee “p on schedule, 
here. 

Mr. Bares. I think that is sufficient for this afternoon. 

Captain Hoyt. You expect us to be back on Friday of this week? 

Mr. Bares. Yes, sir; at 11 a. m., on Friday. 

Thank you, Captain Hoyt and Admiral Womble and Miss Pep per. 

We appreciate your testimony here today. It has been very helpful. 
You can be sure we shall call on you later. 

Captain Horr. Thank you, sir. 

Mr. Bares. Will representatives of the Coast Guard come to the 
witness chair, and please give your names to the reporter? 


STATEMENT OF CAPT. RALPH R. CURRY, CHIEF, SPECIAL SERVICES, 
UNITED STATES COAST GUARD, ACCOMPANIED BY CMDR. CHRIS- 
TIAN R. COUSER, CHIEF, LEGISLATIVE SECTION, LEGAL DIVISION, 
UNITED STATES COAST GUARD 


Mr. Bares. Captain, have you already given your name to the re 
ter ? 
porter ! 
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Captain Curry. Yes, sir. 

Mr. Bares. Our counsel, Mr. Carnes, has some questions which he 
would like to put to you at this time. 

Mr. Carnes. Captain Curry and Commander Couser, I think that 
perhaps I owe you an apology, or owe the Coast Guard an apology 
and, maybe, even the Treasury Department. 

When we first began to work on this subject of survivors benefits 
and when we were doing the staff work when the work of the com 
mittee was first activated, we were informed at that time that th 
Department of Defense was going to act as spokesman for the Coast 
Guard in all matters. 

However, we have had two conferences with the Department of De 
fense and I believe Commander Couser was in attendance at one, and 
therefore we assumed they were in a position to speak for the Coast 
Guard. Just prior to the beginning of the hearings, I talked with the 
eee liaison in the Pentagon and in chee ‘king: several things with 
him, I casually said, “I understand now that the Department of 
Defense is speaking for the Coast Guard,” and he said that they had 
been informed by a high echelon that the Department of Defense was 
not going to speak for the Coast Guard, and that they had no authority 
to represent you before this committee; that you-all were perfectly 

capable of speaking for yourselves, and that it was taking a little too 
much for granted to think that they were going to speak for you. 

I wanted to tell you that, and as a result of that, in the communica 
tions which the chairman has sent to other Government agencies, we 
did not forward those communications through the Commandant of 
the Coast Guard for his comments and views on certain things, and 
neither were such communications forwarded to the Secretary of the 
Treasury, even though you are technically under the Treasury Depart 
ment, for the same reason: that wp until this past Monday we had 
been informed that you were to be spoken for by the Department of 
Defense. 

So, to that extent, I want to clear up the record as to why more 
consideration was not given to your position in this matter. 

I think this session this afternoon can be very, very brief. 

Do you have a statement which you would like to make at this 
time ? 

Captain Curry. We would like to make a short statement; yes, 
sir. 

Thank you very much, Mr. Chairman. I think you are very kind 
in your statement in regard to the fact that we should have a view 
in this. 

I think you probably know, and realize, that we become a part of the 
Navy during the war, and consequently we feel that what is sauce for 
the goose is sauce for the gander. Our laws are so closely related to 
theirs that we go along w ith them, in general, with practically every- 
thing, unless it should happen to affect. some particular part of our 
service. 

As you may know, some time ago the Lighthouse Service was inte- 
grated into the Coast Guard, and later the Bureau of Marine Inspec- 
tion was integrated, and oftentimes laws are passed which might affect 
one of those groups of people which may necessitate some sort of a 
change or special features of the law, in order that we might not 
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throw them out completely or in order for them to receive the benefits 
of the particular law. 

From that viewpoint, I think, we will work closely with the Navy 
in this bill which has been proposed. 

Mr. Carnes. When you speak of the Navy, you mean the Depart- 
ment of Defense, inasmuch as the Navy has been designated as the 
spokesman for the Department of Defense ? 

Captain Curry. Yes, sir; that is right; they are with the Depart- 
ment of Defense. 

L might add that there may be some confusion on my part, because 
I have only been here from sea for the last 2 months, and Commander 
Couser has been here a little longer, and I had assumed that my pre- 
decessor had sat mm on the hearings. We have some evidence that the 
Treasury Department has hastily looked this over, and has approved 
it in principle, and we, mm general, approve it in principle. I realize 
that there are some ramifications of it which are going to require a 
great deal of discussion one way or the other. 

The NSLI which you spoke of at some length is one. For example, I 
can see a great many ramifications in regard to that which are going 
to require some study and some thought to be given on that question. 

Mr. Harpy. Captain, I believe the Secretary of the Treasury was a 
member of the Kaplan Committee, and as a member of that committee, 
presumably, he concurred in this record, and since he did not submit 
any views of his own—lI do not believe he did—the logical assumption 
for anyone to make would be that it is fully and wholly subscribed 
to by the Secretary of the Treasury, which would seem to me to in- 
dicate that it must also have the approval of the Coast Guard. 

Captain Curry. I did not want to indicate that it did not have the 
approval of the Coast Guard. I say that we approve it in general and 
realizing, as Captain Hoyt said, that there were ramifications which 
would have to have some thought and study given to them, but that 
has not been done yet. 

Mr. Harpy. I appreciate that. In fact, the report is subscribed to, 
in general, by members of the committee, and specifically by the Secre- 
tary of the Treasury. It does not seem to me to impose any limitations 
upon the Coast Guard in trying to improve it. Let us put it that 
way. 

Captain Curry. I think that is very well put, and I think for that 
matter we can make it brief here today because, as I see it, we will be 
able to interpose the problems which we find in our own service, in the 
dev elopment of the bill as we go along. 

Mr. Carnes. I think that is ex: vet Ly what the committee would like 
to have. The committee would like to have you touch upon those 
problems. 

Weare pretty much aware of the generalities and we think we have 
covered most of the broad, general program, such as NSLI and other 
problems such as the dependency factor. I think we have covered 
most of those, and we would appreciate it if you would confine your- 
self to those situations which may directly affect. the Coast Guard, or 
its allied services. 

Captain Curry. Now? 

Mr. Carnes. Now. 

Captain Curry. Well, the NSLI, I believe, was pretty well covered 
by Captain Hoyt. My own thinking on it was that there was a change 
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which I intended to discuss and talk to the Department of Defense 
about when it finally comes up. 

That is the question that there may be a great many people who may 
lose or be required to pay a much higher sum for their NSLI or their 
insurance than they would have formerly. I believe it has been pri 
viously referred to as a contractual liability or that it was insurance 
on a contractual basis, which would be unreasonable to abrogate at 
this time. 

Mr. Carnes. Under what condition would they pay more, Captain ? 

Captain Curry. Well, if I may go into an individual personal ref 
erence, [ know that some officers have taken the NSLI and now if you 
go back to a standard life policy you will find that many of these 
officers have paid the same premium, perhaps, as a man muc +h younger 

Now, that officer is in his forties, and unless you get back to the 
standard, the old contract, he is now going to have to pay a premium 
commensurate with his age. 

Mr. 7tarpy. Captain, I do not think there was anything contem- 
plated as to changing the premium of anyone who is now covered by 
NSLI, neither was there anything contemplated to change the bene- 
fits which would accrue from existing insurance. The only change 
which could be made would have to be related to additional benefits 
which might be provided in subsequent legislation. 

Captain Curry. Well, I judged from the Kaplan bill here that 
there was a possibility that that would be, let us say, put into a new 
form; it would be strictly on an insurance basis as it formerly was. 

You see, before the war, I took out NSLI when I graduated from 
the Coast Guard Academy and I got a very low rate, but I carried 
that up until the time this free insurance was given by the Govern 
ment, and then I canceled mine, and took the cash reserve there, and 
let it go along as it is. 

Mr. Carnes. You cashed your policy in? 

Captain Curry. I cashed my policy in; yes sir. 

Mr. Carnes. You did not merely suspend it for a period of time? 

Captain Curry. I have suspended it; yes. But I took the cash re 
serve, which I will have to put back if a new policy or if a new pro- 
vision is brought in. 

Mr. Carnes. Did you borrow against the cash reserve ? 

Captain Curry. No, sir; I simply under the provisions of the law— 
under the provisions of the law I could cancel this or suspend it, and 
take my cash reserves, and that is the end of it. If I should die to- 
morrow, my family will collect the $10,000. 

Mr. Carnes. Will they collect that amount under the indemnity or 
under the insurance ? 

Captain Curry. Under the indemnity. 

Mr. Carnes. Yes, sir. 

Captain Curry. They will collect it under the indemnity but if this 
law is put back into effect, then I have got to go to work in order to 
get my insurance—I have to put that $ 39.000 back, plus an additional 
amount which would have accrued, and then start paying my insur- 
ance all over again. 

That is, you might say, an isolated case, but there are many, many 
officers who are in my age group, and below, who are in that category. 

Mr. Carnes. Mr. Chairman, this may be a slightly irregular proce- 
dure, but this is something completely new to me. If you would ex- 
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tend the privilege of the floor to Mr. Birdsall, I would like for him 
io express himself on that point. 

Mr. Birdsall, I believe, is still here. 

Mr. Bares. Is it your intention to clarify the impression which the 
captain has? 

Mr. Carnes. Yes, sir. 

Mr. Harpy. I would like to know whether that can be done. That 
is anew wrinkle to me. 

Captain Curry. I have looked into it pretty thoroughly, before I 
did that particular thing. 

Mr. Carnes. Inasmuch as Mr. Birdsall is in our presence, I think 
it would be well to have his remarks on this question. 

Mr. Bares. Mr. Birdsall, can you come up here, then, please ¢ 

Have you been able to - ar the testimony / 

Mr. Birpsaty. Yes, s 

Mr. Bares. Do you w ish to comment upon the statements which the 
captain has made? 

Mr. Brrosatu. I am not an expert in the insurance field, but there 
is a section in Public Law 23 which provides that a surrender may 
be made of an existing poliey and it permits the right to reapply and 
also to revive that former policy after the serviceman comes out of 
the service. He has a reasonable length of time in which to do that. 

Mr. Carnes Could he do that at the original age rate? 

Mr. Brrpsaun. He would have to surrender that policy while he was 
in the service, and the gratuitous indemnity applies during the remain- 
ing period. They give him the privilege of coming back on that 
policy. 

The situation with reference to the provision in the draft of the 
Kaplan plan poses a question which I would rather supplement in my 
statement, because I would have to check with our own general counsel 
on that, but as to the ordinary run of case the Kaplan plan provides, 
as I understand it, when the law applies, he has 1 year within which 
to convert to a permanent plan. 

Mr. Carnes. Yes, sir. 

Mr. Birpsaun. Now, they will require a higher premium on a con- 
verted policy, but what you would do with a particular type of case, 
as just described, is a question, but in the ordinary run of a case where 
he has a policy and is paying his premiums either by allotments in the 
service, or by direct payment to the Veterans’ Administration, in those 
cases it would be required, and there is a requisite for conversion. 

That was discussed before, however. 

Mr. Bates. Would the premiums be suspended ? 

Mr. Brrpsatu. Well, that is another angle. 

Mr. Bares. He could do either one under the Kaplan report; could 
he not? 

Mr. Brrpsatyu. That creates, also, a legal issue because of the rights 
that they would have to these policies. 

Mr. Carnes. The case that the captain mentioned is that in order 
for him to get it on a permanent plan at the same age rate at which 
he originally took it out, he would have to pay this back at $2,000 plus 
the acerued ’ premiums up to the time of his conversion. 

Mr. Brirpsatu. That is true under existing law, with reference to 
those susceptible to surrender, if he wants that benefit or he may take 
a converted policy on another basis. 
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Mr. Carnes. At a higher age rate? 
Mr. Brrpsauu. Yes, sir. 
Mr. Carnes. But, he has had the use of this $2,000 in the meantiny 
Mr. Brrpsauy. But, he has to restore the reserve. 

Mr. Carnes. Is that a real problem? 

Mr. Brrpsatu. In this particular case, I do not know what the exact 
status of that would be under the Kaplan plan, it being a different type 
of case. I am thinking where he either converts to the permanent 
plan or be forced to convert. It is easy there. He would pay a higher 
premium. 

Mr. Harpy. Let me clear up my own thinking a little bit, on this 
matter. 

Under existing law, you can suspend the payment of premiums on 
NSLI and pick them up again when you go off active duty and go back 
into civilian life? 

Mr. Brrpsatu. Yes, sir. 

Mr. Harpy. It has always been possible to cash in your policy, but 
do I understand that now the way this thing is working is that you 
can get the entire cash value of the policy, and then reinstate that 
policy upon termination of active duty ? 

Mr. Brrpsat. Yes, sir. 

Mr. Harpy. And at the same age rate? 

Mr. Brrosatx, If he restores his reserve all the way back, he would 
have his policy revived on that basis, with that former age. 

Mr. Carnes. If he restored the reserves all the way back to his origi- 
nal age, would not the cash and loan value of that restored reserve 
be a significant part of what he would have to pay? 

Mr. Brrosauyn. Yes, sir. 

Mr. Carnes. If he had to pick up and put back into it the $3,000 
in order to restore the policy, that would have a cash and loan value 
of, maybe, $400 or $600, would it not, probably ? 

Mr. Brrpsaty. I see what you mean. 

Mr. Carnes. Yes, sir. 

Mr. Brrposatn. After he had converted it, it would have that value. 

Mr. Carnes. Therefore, if he wanted to borrow against the full 
face of the policy, it would actually cost him about $400 or $500 in 
order to reinstate his policy? 

Mr. Brraposatu. That is right. It involves an additional expenditure 
to him—an additional charge. 

Mr. Carnes. And, the fact that he has to pay that $2,000 or $3,000 
to restore his policy is not really too material because at one time 
along the line he actually got that $2,000 which he has spent? 

Mr. Brrpsatu. That is the story, the theory, upon which the option 
was afforded him while he was in active service, sir. 

Mr. Harpy. If I may say this, the question that this raises in my 
mind is that it complicates further this problem of pyramiding 
benefits. 

If you have a situation of this kind where you do have the holder 
of NSLI, do you have a distinct advantage over the fellow who was 
dependent entirely upon the gratuitous program, but when he comes 
on to active duty—if you have any cases like this—it might pay them 
to put in this additional cost and reinstate the policy. 

Mr. Carnes. Especially if there is any possibility of his being 
called back in the next 8- or 10-year period. 
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Mr. Brrpsatu. That is right. 

Mr. Harpy. Do you have very many cases where that option has 
been allowed ¢ 

Mr. Brrpsatu. We have the figures on that, but I do not have them 
with me. However, I am sure I can put them right into the record 
at this point if they are desired. 

Mr. Carnes. That will be fine. 

You can make those figures available to us on Friday. 

Mr. Brrpsauu. I do know that they do have a considerable number 
of those cases. 

(The following information was secured from the Department of 
Insurance relative to surrender of permanent plan policies for cash 
pursuant to sec. 5 of Public Law 23:) 

As of Dec. 31, 1953: 


NSLI policies__- cies taints waieeent meu , _ 70, 863 
USGLI policies._.____-- eae 3 \ 2 


|) ee eee oii ee . .__.. 80, 093 


These are the latest accurate figures available. The best “guess” of Actuarial 
Service is that possibly another 10,000 policies have been added to the above 
total so far this year. 

Mr. Carnes. Frankly, Mr. Chairman, I was not aware of this situ- 
ation. 

Mr. Harpy. I was not aware of it, either. The Coast Guard has 
dreppes. another one in on us. 

Captain Curry. I am sorry. 

Mr. Bares. It is a little different today, but it still applies pretty 
much to the same problem which we discussed before, and that is the 
question as to what to do with it, but the overall situation is pretty 
much the same. 

Captain Curry. I was thinking particularly of another officer 
whom I know who had an experience along this line, if you would care 
to hear it. 

Mr. Carnes. You may go ahead and relate it to the committee. 

Captain Curry. This lad was pretty much in my own age and grade 
group, and in taking out this Government insurance, you had to take 
it out within 120 days or you did not get it. 

All right; he neglected to take this out, so he went along without 
this insurance. Then, comes the war, and the NSLI is reinstated for 
everyone. Well, he pays a much lower premium rate during the war 
until the $10,000 free indemnity came out. 

Now, what is he going to pay? He is now 50 years old, and if you 
put this provision in, the premium rate will be so high that he cannot 
possibly afford to carry it. I cannot afford to carry insurance any 
longer because of my age. 

Mr. Bares. Is not that true of all people with term insurance? 

Captain Curry. Yes, sir; but he had come to depend upon this 
thing. 

Mr. Bares. Well, a good many people cannot afford to pay the pre 
miums at the very time they need it the most, as they get tees in 
years. 

Captain Curry. There was one little philosophy which I would like 
to interject into it, if I may. 

Mr. Carnes. I know what it is, I believe. 
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Mr. Harpy. I think I do, also. 


Captain Curry. We have gotten along for many years, considerin 
the rights that we have—a fixed right—and now they are complete iy 
shifting to a contingent "benefit, so that some provision has to be 
made, and some changes have to be made. 

Mr. Carnes. Mr. Chairman, I think we have had several people 

testify that you cannot abrogate those contracts and, maybe, the cap 
tain here does have a question. 

What you are most concerned about, I believe, is something which 
the committee is very much aware of, and we appreciate that, captain 
verymuch. We appreciate the individual example which you gave us, 
which merely accented the very problem which exists, but inasmuc] 
as we had hoped to adjourn by 4 o’clock or 4:15 at the latest, do you 
have anything of a general nature, as to any big problem which could 
be pee nted which i _ peculiar to the Coast Guard ? 

Captain Curry. I do not have any at this ae beyond those fea 
tures which, as you a before, have already been discussed, and I 
think quite thoroughly by the committee and by the Department of 
Defense, and also in the future we will have a chance to say what we 
think and get it into the record. 

I believe we have pretty thoroughly covered the subject today. 

Mr. Carnes. All right, sir. I have one further question : 

At the present time, even though you are in a period of peace, and 
are under the Treasury Department, you are entitled to all VA bene 
fits; is that correct ? 

Captain Curry. Yes, sir. 

Mr. Carnes. You are entitled to all VA benefits? 

Captain Curry. Yes, sir. We are a member of the Armed Forces. 
The only difficulty we have there is in the wording of the law, which 
we tried to catch as it goes through. It is worded in such a manner 
that it also affects the Coast Guard. 

That is our biggest problem. 

Mr. Carnes. At the present time you are eligible for all VA com- 
pensation payments ? 

Captain Curry. Yes, sir. 

Mr. Carnes. One further question : 

I suppose you have the regular complement of officers which is pro- 
portionate to enlisted men / 

You realize that the Kaplan Commission recommendation recom- 
mended that FECA benefits be discontinued, which means that cer- 
tain officers who have wives and minor children, or who are currently 
entitled to FECA benefits, if they are in a peculiar Reserve status, 
would, perhaps, be entitled to less under the Kaplan Commission 
recommendation than they are currently entitled to. 

= you think that would concern any ‘officers of the Coast Guard ? 

Capt ain Curry. That is naturally going to be of some concern, but I 

think, in general, the feeling is that the overall plans will override, 
perhaps, the lessening whic h might take place in some instances. 

Mr. Carnes. Are there any auxiliary forces of the Coast Guard? 
a mentioned something about the Lighthouse Service ? 

Captain Curry. They are integrated into the Coast Guard, 

Mr. Carnes. Are they eligible for VA payments? 

Captain Curry. They are eligible for VA payments; yes, sir. 

Mr. Carnes. They are not eligible for FECA payments; is that 
right? 
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Captain Curry. Commander Couser says “No.” That is a specific 
problem which I am not familiar with. 

Mr. Carnes. There are no auxiliary forces of the Coast Guard eligi- 
ble for FECA payme nts at this time other than certain reserves in a 
a ular status ? 

Captain Curry. When you say “auxiliary” that might confuse the 
issue a little, because of the fact that we have a Coast Guard auxiliary. 

Mr. Carnes, I did not mean that. 

Mr. Harpy. I wonder about that. They do have some active duty 
we do they not ? 

Captain Curry. Yes. They come on duty in certain instances, but 
1 believe they are taken care of when they come on. 

Any person who comes onto active duty in the Coast Guard, more 

r less, in general, has the same protection and benefits, sir. 

at Carygs. No, sir; they are covered under FECA. 

Captain Curry. Yes, sir; the Coast Guard Auxiliary is, sir. 

Mr. Carnes. The Coast Guard Auxiliary is covered under FECA? 

Captain Curry. Yes, sir, but that is a civilian organization. 

Mr. Carnes. But, they are covered under FECA? Captain Curry. 
Yes, sir. 

Mr. Harpy. You have some rather active Coast Guard Reserve 
units also, do you not ¢ 

Captain Curry. Commander Couser points out that the discussion 
should be limited to the military personnel. 

Commander Covsrer. You asked if any Coast Guard people were 
under FECA, and I believe that the answer is that that applies only 
to the reservists on active duty, and that would be the only military 
personnel covered. 

Mr. Harpy. Are not there times when your Coast Guard auxiliary 
performs services and in the event of a casualty they would be entitled 
to benefits ? 

Commander Covuser. I believe that is correct. 

Captain Curry. The auxiliary is not considered as military. 

Mr. Harpy. It is civilian; that is true. But, nevertheless, when it 
is performing a Coast Guard function, it is covered by FECA, I think, 
sir, 

Mr. Carnes. Yes; such as when they are searching for a crashed 
pha ine. If they are under orders to participate in sea searches. 

Captain Curry. That is done, more or less, on a volunteer basis. 
About the only time that comes in is at times when we give an auxiliary 
orders. 

For instance, if we have a man on the west coast, and we want to 
pick up the commodore on the east coast, and order him to the west 
coast, my understanding is that while they are under orders, they 
draw the per diem and so forth, and they draw, let us say, some 
compensation. 

Mr. Bares. You can check that question, Captain, for us, if you 
will, please. 

Many of them may perform functions where they might be covered. 
I think you had cases of that in the last war. Will you please obtain 
those facts and incorporate them into the record for us? 

Captain Curry. I shall be glad to do so, sir. I did not want to 
confine it to the auxiliaries. 
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(The matter referred to is as follows:) 


UNITED STaTEs Coast GUARD, 
Washington 25, D. C., November 19, 1954. 
Hon. WILLIAM H. BATEs, 
Chairman, Select Committee on Survivor Benefits, 
House of Representatives, Washington, D. O. 

My Dear Mr. Bates: Representatives of the Coast Guard who appeared before 
the select committee on Wednesday, November 17, 1954, were requested to 
furnish information as to whether members of the Coast Guard auxiliary who 
died or were injured while performing duties to which they have been assigned 
by Coast Guard authority were entitled to the benefits of the Federal Hmployees 
Compensation Act. This information is furnished herewith for the record. 

Section 832 of title 14, United States Code, provides that when any member 
of the Coast Guard auxiliary is physically injured or dies as a result of physica) 
injury incurred while performing any specific duty to which he has been 
assigned by competent authority, such member or his beneficiary shall be en 
titled to the same benefits provided for temporary members of the Reserve who 
suffer physical injury or death resulting from physical injury incurred incident 
to service. Section 760 of title 14, United States Code, provides that temporary 
members of the Coast Guard Reserve suffering injury, or death resulting from 
physical injury, incurred incident to service while performing active Coast 
Guard duty, or engaged in authorized travel to and from such duty, are 
entitled to the benefits of the provisions of law administered by the Secretary 
of Labor, authorizing compensation for employees of the United States sufferin; 
injuries while in the performance of their duties. For benefit compensation 
regardless of pay or pay status such person shall be deemed to have had monthly 
pay of $150. 

Sincerely yours, 
Ratpu R. Curry, 
Captain, United States Coast Guard; Chief, Special Services Division, 
By Direction of the Commandant. 


Mr. Bares. Captain Curry and Commander Couser, we certainly 


appreciate the testimony here today, and the committee will now go 
in executive session. 

We thank you very much for your presence here today. 

Captain Curry. Thank you, sir. 

(Whereupon, at 4 o’clock, the committee repaired to executive ses 
sion. ) 
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THURSDAY, NOVEMBER 18, 1954 


House or REPRESENTATIVES, 
SeLEct COMMITTEE ON Survivors’ BENEFITS, 
Washinaton, D.C. 

The committee met at 10 a. m., in room 445, House Office Building, 
the Honorable William H. Bates (chairman) presiding. 

Mr. Bares. The committee will please come to order. 

Will representatives of the Bureau of the Budget come to the wit- 
ness stand and give their names to the reporter. 


STATEMENT OF PHILLIP S. HUGHES, ASSISTANT CHIEF, LABOR 
AND WELFARE DIVISION, BUREAU OF THE BUDGET, ACCOM- 
PANIED BY MICHAEL S. MARCH, BUDGET EXAMINER 


Mr. Hueues. I believe that you have copies of my statement. If 
you wish, I will read it for the committee. 

Mr. Harpy. I wonder if Mr. Hughes would prefer commenting on 
the statement and inserting the statement in the record. 

Mr. Hueues. The statement itself isnot very long. There is a letter 
attached to the statement, and I believe that should be inserted in the 
record. If I read the statement, I do not believe it will take too 
much time. 

Mr. Bates. Proceed in your own fashion. 

Mr. Carnes. You will not mind being interrupted by the commit- 
tee as you go along? 

Mr. Hugues. Not at all, sir. 

The development of a sound and adequate system of survivor bene- 
fits for members and former members of the Armed Forces is a task 
deserving the earnest consideration and full cooperation of all inter- 
ested agencies and organizations. To meet the twin tests of sound- 
ness and adequacy, the system developed must: 

(1) Assure career service seigieial that the needs of their survivors 
will be met in the event of their death either in service or after retire- 
ment from service; 

(2) Assure noncareer servicemen and veterans that the needs of 
their survivors will be met in the event of their death from service- 
connected causes and that their OAST rights will not be impaired as 
a result of military service; 

(3) Provide this assurance through programs of a type and scope 
which can be administered and financed successfully in times of 
emergency, as well as in peacetime. 

Existing programs of survivor protection from servicemen and 
veterans have been severely criticized for administrative and techni- 
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cal complexity, as well as for the gaps and overlaps which exist in the 
protection which they afford. ‘These programs are extensive, howevei 
and the protection which they provide is of direct and vital concern 
to millions of our citizens. Some indication of the social as well ; 
the budgetary importance of the existing program is reflected in th 
following estimates of budget expenditures for the principal types of 
survivor benefits: 


Category of survivor benefits, fiscal year 1955 


{In millions] 


Veterans’ compensation and pensions (including burial) ~...-.___-_~- $700 
Six months’ death gratuity_- a a ibe iane , 8 
DE CR Eryn aia x epee restrain chine ertomncten escent ; 31 
teehee! te I nia iicisiiacicalinectaitcnseinincishibinalliaicieaisiiasidilimypiciitishinidaciipinabiiibillibas , 33 


In addition, there are substantial amounts for benefits, based 
military service, in the OASI, FECA, and military retirement pro 
grams which are very difficult to identify on a comparable basis. 

In his letter of October 25, 1954, the Director expressed the views 
of the Bureau of the Budget on the recommendations contained in th 
report of the (Kaplan) Committee on Retirement Policy for Federal] 
Personnel. Since this letter reflects our current views, I can at this 
point re ad it into the record or, if the committee prefers, I will request 
that it be entered in the record at this point and refrain from reading 
it. A copy of the letter is attached to this statement. 

Mr. Bares. Without objection, it will be inserted in the record at 
this point. 

(The letter referred to is as follows:) 


EXECUTIVE OFFICE OF THE PRESIDENT, 
BUREAU OF THE BUDGET, 
Washington 25, D. C., October 25, 19: 


4. 
Hion. WILLIAM H. BATEs, 
Chairman, Select Committee on Survivor Benefits, 
House of Representatives, Washington 25, D. C. 

My Dear Mr. CHarRMAN: This will acknowledge receipt of your letter of 
October 7, 1954, in which you request the views of this Bureau on the recom 
mendations contained in the report of the (Kaplan) Committee on Retirement 
Policy for Federal Personnel, on survivor benefits for Armed Forces personnel, 
and also on a draft bill enclosed with your letter. 

It should be made clear that the enactment of an adequate survivorship bene- 
fits system for members of the Armed Forces is in accord with the President's 
program. The report of the Kaplan Committee and the draft bill to imple- 
ment it prepared by the Department of Defense represent a useful starting 
point for consideration of this subject. It should be pointed out, however, that 
in the press release dated May 13, 1954, by the Committee on Retirement Policy 
for Federal Personnel, on the occasion of the issuance of its report on the 
uniformed services retirement system, it was stated “* * * that the administra- 
tion has not had an opportunity to complete its review of the report, nor has 
the administration indicated any stand thus far thereon.” This review is still 
continuing, and because of the difficult issues which have come up as the result 
of comments by agencies not represented on the Kaplan Committee, the recent 
enactment of the Federal Employees’ Group Life Insurance Act of 1954, and 
further analysis on our part, we are at this time unable to give you definitive 
answers on a number of major points within the time limit you specify. In 
the belief that your consideration of these issues will speed the development of 
sound legislation for rationalizing and improving military survivorship benefits, 
we should like to outline them for you. 

1. Extension of full OASI coverage to military personnel on a contributory 
basis—We consider the provision of full, contributory OASI coverage to per- 


] 


sonnel in the Armed Forces to be necessary and desirable as a part of any over- 
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hauling of the military survivorship benefits laws. As indicated in the report 
of the Kaplan Committee, a very high proportion of the military personnel serve 
in the Armed Forces only temporarily and OASI coverage during their military 
service is essential to give them continuity of protection under the basic social 

security system to which the great majority of them belong in civilian life. 
While the piecemeal and stopgap legislation enacted in the past to provide gra 

tuitous OASI coverage or credits during wartime or emergency periods based 
on assumed earnings of $160 during each month of active military service from 
September 16, 1940, to June 30, 1955, meliorated the situation, this approach is 
not financially sound or equitable from the standpoint of the OASI trust fund 
and does not give military personnel coverage based on their full earnings up 
to $4,200 a year under the amended Social Security Act Thus we conclude that 
full OASI coverage for time spent in active military service in peacetime as well 
as in wartime its desirable on the same basis as for time spent in other employ 

ment. As the questions on your list suggest, there will be various technical 
problems involved in the provision of full, contributory OASI coverage to mili- 
tary personnel. We are, however, convinced that all of these problems can be 
worked out readily. 

2. Discontinuance of Federal Employees’ Compensation Act benefits for re 
servists on active duty.—Many reservists on active service in the Armed Forces 
during the Korean conflict became eligible for death and disability benefits under 
the Federal Employees’ Compensation Act because of the legal technicality that 
this period was “peacetime.” This has resulted in great unevenness of benefits 
between regulars and reservists, and it seems generally aecepted that FECA 
benefits should be repealed, as recommended by the Kapian Committee. 

3. Appropriateness of proposed elimination of the Servicemen’s Indemnity Act 
benefits and required conversion of outstanding term national service life insur 
ance policies into permanent plan policies.—The Kaplan Committee proposal to 
eliminate indemnity benefits was filed before the enactment of the Federal Em 
ployees’ Group Life Insurance Act of 1954, which for the first time established 
group life insurance, financed in part by the Government, for civilian Federal 





employees. In view of this new development, the question naturally has arisen 
whether similar insurance protection also should be extended to military per 
sonnel. To do so would, of course, involve costs to the Government Further 


more, the potential costs would be much more uncertain and larger than in the 


case of the civilian program, since war-risk costs would be involved in military 
insurance. As shown by the 1950 investigation of NSLI, by the House Com 
mittee on Expenditures in the Executive Departments, the insurance approach 
had such serious weaknesses because of this war-hazard element that the Con 
gress adopted an alternative approach of providing gratuitous indemnities for 
deaths in military service or 120 days thereafter. 

The question of insurance coverage for military personnel has been raised 
anew, however, and, in view of the liberal scales of benefits proposed in the 
Kaplan Committee report, it must be discussed and satisfactorily resolved. If 
the indemnity is to be retained, or insurance reimstituted, appropriate adjust 
ments should be made in the scales and structure of benefits proposed by the 
Committee. Otherwise, the insurance or indemnity program would constitute an 
additional layer of costly benefits on top of those proposed by the Committee. 

The proposed required conversion of outstanding NSLI policies from term to 
permanent plans in the bill is closely related to the indemnity question. Under 
existing laws insurance and indemnity benefits are treated together, and by law 
coverage under both programs is limited to $10,000 for any individual serviceman 
The courts have held that United States Government life insurance and NSLI 
policies are contracts. Hence, they cannot be abrogated in event the proposed 
Kaplan Committee benefits are adopted. Accordingly, a major unevenness in 
benefit levels would be created, since more than 1 million servicemen would be in 
a position to retain their existing NSLI and USGLI insurance contracts in addi 
tion to the full benefits proposed in the Kaplan Committee report, and the Gov 
ernment would be required to pay the war-risk costs of the retained insurance 
benefits. The proposed required conversion of policies from term to permanent 
plan—if it turns out to be legally possible—does not overcome the crucial problem 
of duplicate and uneven Government benefits since the G.vernment is required to 
pay war-hazard costs under permanent plan policies just the same as under 
o-year term policies. 

4. Desirability of legislating different survivorship benefits for servicemen 
deceased in service and for those deceased from service-connected causes ag 





vreterans.—The Kaplan Committee survivorship proposals cover only personnel 
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who will die in active service in the future. No recommendations are made cor 
cerning existing benefits for families of personnel who will die from servic: 

connected causes after discharge. As a result, these two major groups of per 

sonnel would be treated unequally. It is difficult to differentiate between the 
needs and claims of active service personnel and of veterans for survivorship 
benefits where deaths occur from service-connected causes, and at present benefit 

are provided under the same VA compensation laws. 

A further extension of this problem becomes apparent when it is realized that 
benefits are now being paid to about 380,000 families of deceased former service 
men and veterans. This is a very complicated matter involving difficult ques 
tions of equity and substantial potential costs if adjustments in benefits should 
be made. 

5. Feasibility of establishing variable payments to survivors based on pay grad: 
of serviceman, as compared to long-standing principle in VA laws of equal benefits 
regardless of grade.—The service compensation benefit proposed by the Kaplan 
Committee would be related to active-duty pay and rank on a specified gross pay 
basis. This approach represents a major readjustment in the general policy 
upon which veterans’ death compensation has been based in the past, but it would 
have real incentive advantages for members of the Armed Forces and would help 
fill certain gaps in existing benefits, for example, for widows of long-time career 
officers without dependent children. 

6. Problem of extending proposed VA service compensation benefits to com 
missioned officers of the Coast and Geodetic Survey and the Public Health 
Service.—Participation in veterans’ benefits in the past has been limited under 
a long-standing and sound policy to personnel serving in the Armed Forces 
Members of nonmilitary uniformed services have been accorded such benefits 
upon this principle only while their services were deemed part of the Armed 
Forces during wartime and emergency periods. While survivorship benefits for 
the nonmilitary uniformed services are at present clearly inadequate, it is 
questionable whether additional benefits for them should be provided through 
the VA. Furthermore, the treatment of these two groups is complicated by 
the fact that they are covered under the recently enacted Federal Employees’ 
Group Life Insurance Act of 1954. 

In addition to the foregoing major issues, the proposed bill also raises nu- 
merous other technical and policy issues which need to be worked out before it 
will be in satisfactory form. These include matters relating to cleanup repeal 
of existing laws, bringing up to date the OASI provisions to conform with the 
1954 amendments, treatment of reservists on short-term duty, disposition of 
gratuitous past OASI wage credits in retirement and disability cases, and many 
other problems. 

Basic to the whole problem of proposed benefit improvements is the question 
of costs. The report of the Kaplan Committee indicates that savings will be 
realized from its recommendations. These estimates are, of course, based on 
certain actuarial assumptions and an assumption that the gratuitous OASI 
wage credits, which expire under present law on June 30, 1955, would be extended 
Moreover, they lump together the general budgetary accounts and trust accounts 
of the Government. Consequently, if we look only at the items which would 
affect the regular budget, the result in the early years would be a net increase 
in budget expenditures of over $200 million annually, largely for OASI con- 
tributions. The savings which would result from the recommendations would 
only come gradually in later years as an offset. Furthermore, these estimates 
relate only to the active-duty Armed Forces, and do not reflect large additional 
costs for benefits to veterans which might result if the issues listed above should 
be resolved by broadening the coverage of liberalized benefits. 

We should like to reiterate that we are keenly aware of the importance of 
providing an adequate survivor-benefits system for members of the Armed Forces 
which is properly related to the other benefit and compensation systems pro- 
vided by the Government. We will continue to press forward our work in 
this area. 

Sincerely yours, 
ROWLAND Hueues, Director. 


Mr. Hucues. The Committee has requested a discussion of the role 
of insurance and indemnity benefits in the total survivor-benefits 
picture. This problem can be best be understood with reference to 
the Kaplan Committee proposals for survivor benefits for members 
of the Armed Forces. The Committee proposed a new VA “service 
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compensation” survivor benefit for future deaths in active service. 
This service compensation benefit would be geared to the gross pay 
of the servicemen and would ordinarily range from about $100 to 
$310 a month. It would be in addition to a modified 6 months’ death 
gratuity benefit — by the Department of Defense, and OASI 
benefits payable by the Department of Health, Education, and Wel- 
fare to families with minor children or to dependents over 65. The 
new benefit would be provided in lieu of the present VA indemnity 
and death compensation benefits. 

When the Kaplan Committee proposals are examined from the 
standpoint of the insurance and indemnity benefits which are being, 
or have been, provided by the VA, two main problems become evident. 
The first arises from the contractual rights to benefits which many 
servicemen and former servicemen have through national service life 
insurance and United States Government insurance policies. It is 
estimated by the VA that around 1 million persons presently in the 
Armed Forces have such policies either on a waiver or on a premium- 
paying basis. In addition, an estimated 5 million veterans have such 
insurance, Court decisions have held: that these policies, including 
the statutory provisions setting their terms, are contracts and cannot 
be abrogated. As a result, many personnel now in the service, and a 
much larger number who might be recalled to the service in the event 
of a future emergency, would be in a position to obtain not only all 
the liberal benefits proposed by the Kaplan Committee, but also retain 
their present VA insurance policies of up to $10,000. 

Mr. Carnes. When you say “Veterans’ Administration,” you mean 
national service life insurance and United States Government life in- 
surance ¢ 

Mr. Hucues. That is right. There is also the special term and 
service disabled insurance, authorized by Public Law 23, in smaller 
amounts. 

Although persons holding NSLI contracts may pay premiums 
under existing law, they are charged only for the normal mortality 
risks and the Government reimburses the trust fund for the cost of all 
deaths traceable to extra hazards of military service. Accordingly, 
for personnel dying in the service from extra hazards the Government 
would pay the cost of NSLI or USGLI benefits. That the Government 
bears the cost of VA insurance for servicemen becomes even clearer 
when it is recalled that under Public Law 23, 82d Congress, persons 
in the service may waive payment of premiums and have the Govern 
ment assume the normal as well as the extra-hazard cost of insurance 
protection. In addition, the Government stands the full cost of ad 
ministering these insurance benefits. Thus, if the Kaplan Commit- 
tee benefit scales were put in effect, personnel now holding VA insur 
ance policies would be in a position to receive considerably larger bene- 
fits paid for by the Government than personnel who do not have VA 
insurance. This would cause unequal treatment of two large groups 
of servicemen. The proposed required conversion of VA polici ies from 
term to permanent i an in the draft bill—if it turned out to be legally 
possible—does not overcome the crucial problem of overlapping and 
uneven Government benefits, since the Government is required to pay 
war hazard or waiver costs under permanent plan policies just the same 
as under 5-year term policies. 
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Mr. Harpy. May I interrupt you right there? You have referred 
to the position of ‘the Bureau with respect to the Kaplan report as 
— ting the recommendations. 

Mr. Hucues. In general; yes. 

Mr. Harpy. You are discussing here a specific part of the report ? 

Mr. Hueues. Yes. 

Mr. Harpy. And pointing out some of the inequities which would 
actually result by the effectuation of it? 

Mr. Hueurs. That is right. 

Mr. Harpy. In view of the fact that the Director of the Bureau 
of the Budget was a member of the committee, it must be presumed 
that some of these difficulties have come to light since the deliberations 
of the Kaplan Committee ; is that not correct ? 

Mr. Hueues. That is correct. 

Mr. Harpy. So is it not a little bit out of place, in the light of 
recent information or additional information in connection with the 
study, for any member of that committee to take an arbitrary posi 
tion in supporting the findings of the committee ? 

Mr. Hueues. Yes; I think it would be out of place. 

Mr. Harpy. So would it not be the logical position of any member of 
the committee, while agreeing with the committee’s findings and its 
recommendations in general, to certainly reserve final judgment on 
the specific proposals until more study can be made? 

Mr. Hueues. That is correct, sir. 

Mr. Harpy. Of course, this committee appreciates the work done 
by the Kaplan Committee. We are certainly starting off with a back- 
ground of information which did not exist before they got into it, 
but I wonder if there is any need for this committe to request the 
members of the Kaplan Committee to reserve a little flexibility in 
their position with respect to the Kaplan Committee report so that 
they can help us try to develop the best approach possible to this 
whole problem ? 

Mr. Hueues. Well, with respect to the Bureau of the Budget, we 
have in effect done just what you have suggested. We have ques- 
tioned the feasibility and the desirability of “the Kaplan solution, for 
instance, in this insurance indemnity area, and we feel a more satis- 
factory solution needs to be worked out. 

Mr. Harpy. That was a thing that I was particularly glad to see 
in your comments on this particular point because I think it would 
be most. unfortunate if the members of the Kaplan Committee should 
feel bound to support every phase of the Committee’s report, not- 
withstanding the fact that there are indications now that certain 
phases of it have not been adequately considered, or completely con- 
sidered. 

Mr. Hveues. As I believe you will note from our letter, the admin- 
istration has taken the same position that I have stated for the Bu- 
reau of the Budget—that the Kaplan Committee recommendations 
need further review and study and no administration position with 
respect to them, particularly in detail, has been established. 

Mr. Harpy. Mr. Chairman, I would like to urge that the chairman 
communicate with the various members of the Kaplan Committee who 
are officials in the administration and call attention to the fact that 
we appreciate there might be some embarrassment if they adopted a 
staid attitude of having supported a Committee report that is inflex- 











STUDY OF SURVIVORS BENEFITS 239 


ible. so that we can understand it is their desire to improve on the 
recommendations which they previously participated in. I think that 
is the approach that we need to take. 

Mr. Bares. I think that the position of the gentleman from Vir 
ginia is well taken, and the counsel will prepare letters to the various 
agencies setting forth the comments that the gentleman from Virgmia 
has made. 

The chairman would like to state at this point that we had Mn. 
Kaplan before us in executive session, and the very thing the gentle- 
man mentioned was clearly understood by Mr. Kaplan himself-—that 
this report was not a final one totally binding either upon himself o1 
upon other members of the Committee; that they felt 1t was an ex 
cellent start down the road, but that it was not s ie that no 
changes could be made as experience might dictate. I think that all 
of us understand that. 1am sure that Mr. Kaplan in his testimony 
indicated that to the committee. 

Mr. Harpy. He did. 

I have a feeling from the different witnesses who have appeared 
before us that they have felt a little bit tied in their comments because 
of the position ti aken by the chief of their agency. 

We had a situation here yesterday with the Coast Guard when this 
very question came up, and in order to try to point it up I think I 
asked the captain who was speaking for the Coast Guard whether he 
felt any embarrassment in taking a position which was contrary to a 
recommendation which had been approved by the Secretary of the 
Treasury. 

Mr. Carnes. I think that you have hit upon a very vital point there, 
Mr. Hardy, with regard to taking a position contrary to the Kaplan 
Committee re port. I think all of the agencies are more than willing 
to have refinements of the Kaplan report and work out these technica] 
yroblems which arise, especially as you get into the veteran populace. 

Take, for instance, the ¢ ‘omptroller ’s Office or the General Account- 
ing Office. The Comptroller General was not a member of the Kaplan 
Committee. Therefore, as they analyze the situation of the survivor 
benefit, and as they prepared at the request of the committee a very 
excellent report, they took a very objective view, a very broad view, 
and they in no sense were tied to the Kaplan Committee’s recommen- 
dations. As the result, some of the recommendations made by the 
Comptroller General are very new in their scope, and they are a rather 
radical departure from what Mr. Kaplan suggested. 

Mr. Chairman and Mr. Hardy, I think all the agencies are more 
than willing to have the flexibility for these refinements that are nec- 
essary to try to overcome problem areas, but by the same token, re- 
gardiess of what the merits may be of any one of the specific proposals 
made by the Comptroller General, none of them are in a position to 
give any support to the ( vomptroller” s comments because they are in 
direct contrast with the K: aplan Committee’s recommendations. 

Mr. Harpy. I might make this observation: I do not think we neces- 
sarily should expect them to give any support to these counter pro- 
posals of the Comptroller General at this stage, but I do think it 
would be a terrible mistake for the representatives of any agency to 
take an arbitrary position that we have adopted a policy, we are not 
going to change it, we are not even going to consider the recommenda- 
tions of the ( ‘omptroller General because the “y are counter to the poli- 
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cies we have already agreed upon. I think that that would be most 
unfortunate, and I do not believe that is the intent. 

Mr. Hucues. I can certainly assure you it is not the intent with 
respect to the Bureau of the Budget. Any review should proceed o1 
merit. 

Mr. Carnes. It is not meant that they should give support to the 
Comptroller General’s recommendations. They are reluctant to say 
whether or not they disagree with the position of the Comptrolle: 
General because of the peculiar position they find themselves in. 

Mr. Harpy. I think, Mr. Chairman, in presenting this question to 
members of the administration who were members of the Kaplan 
Committee, this aspect of the thing should be called to their attention 
because largely it is a question of policy. I do think that they ought 
to understand that this committee is exploring these things and the 
committee needs their help, and the help of their representatives, in 
order that it may develop a policy which may not be consistent with 
either the policies proposed by the Kaplan Committee or any recom 
mended by the General Accounting Office. This committee is going 
to have to develop its own approach to the problem, and unless we 
have the help of the Bureau of the Budget, which is not hampered by 
its having concurred in the Kaplan report—and I am just using the 
Bureau of the Budget as an example—then the committee is going to 
have a tougher time with this difficult job. 

Mr. Bares. The chairman would like to state we have communi 
cated with the heads of all the Government agencies involved in this 
matter and the various individuals have pledged their total coopera 
tion to the committee, and I am sure it is certain that any difficulty 
that might arise because of this peculiar circumstance will be taken 
care of. 

Mr. Harpy. I am sure of their cooperation. 

There is one thing that bothers me a bit and that is when you run 
into a direct conflict with a matter that is essentially a policy decision. 
I would still urge them all to be openminded on it and to help us 
explore all of these alternatives. 

You understand the problems I have raised ? 

Mr. Huaeurs. Yes, I certainly do. 

Mr. Harpy. I hope that you did not lose your place in your state 
ment. 

Mr. Huenes. No, sir. 

Under the Servicemen’s Indemnity Act of 1951 (Public Law 23, 
82d Cong.), this problem does not arise because combined coverage 
under the indemnity and VA insurance programs is limited to $10,000 
for any individual. This offset approach was adopted by the Congress 
in 1951 to overcome essentially the same problem of uneven benefits 
as the Kaplan Committee’s recommendations present. 

While it could not repeal outstanding insurance contracts, it then 
adopted the course of reducing the gratuitous indemnity benefits which 
it was enacting by the amount of any outstanding insurance. 

This approach, where coverage under V A insurance policies is offset 
against indemnity coverage provided by Public Law 23, provides one 
possible basis for overcoming the problem of uneven benefits for active 
service personnel which would arise if the Kaplan Committee pro- 
posals were adopted without change. 








hi 


STUDY OF SURVIVORS BENEFITS 241 


The proposed new service compensation benefits might be reduced 
by the amount of any VA insurance benefits which may be payable, 
just as the indemnity benefits are reduced today by the amount of 
VA insurance coverage. Alternatively personnel in active service 
would be permitted to terminate their NSLI or USGLI policies and 
receive the full new service compensation benefits. 

This approach would eliminate the disparity in benefits which would 
otherwise result if the Kaplan Committee recommendations for the 
proposed new service compensation benefit were adopted without 
adjustment for the benefits also payable under outstanding VA in 
surance contracts. 

Mr. Bares. We have covered this particular point before, as you 
recall, and it was one of these suggestions which I offered 
method of overcoming this problem. 

Mr. Hueues. Yes, sir. 

Mr. Bates. Do you feel that in any sense, either by indirection or 
otherwise, we will be abrogating a contract ? 

Mr. Huenes. Not by an offset, no, sir, as long as it is an optional 
matter with the policyholder, whether-he accepts the insurance pro- 
tection which he has and takes supplemental service compensation 
protection, or, on the other hand, he elects to terminate his insurance 
and take the full service compensation. 

Mr. Bares. Then, you feel it is in a sense comparable to what we 
did under Public Law 23? 

Mr. Hueues. That is correct. 

There is a second, even more fundamental, problem involving in- 
surance and indemnity benefits which also needs consideration, and 
which the foregoing suggestion for offsets would not solve. This is 
the question of whether the Government should depart from its long 
standing practice of providing a part of the survivor benefits to milli- 
tary personnel in active service on an insurance or indemnity basis. 

Historically, the Government has provided insurance to servicemen 
since war risk insurance was authorized in 1917 by the Congress dur- 
ing World War I. This World War I program grew into the United 
States Government life insurance program under which policies were 
issued until 1940. In 1940, with the approach of World War II, the 
National Service Life Insurance Act was enacted. 

Investigations by the subcommittee of the House Committee on 
Expenditures in the Executive Departments and Veterans Affairs 
indicated to the Congress that the national service life insurance had 
serious weaknesses. Because of these weaknesses, stemming particu- 
larly from the war hazard element of insurance, the Congress in 1951 
terminated the issuance of further NSLI policies and adopted the 
alternative approach of providing gratuitous indemnities. 

Thus, under the Servicemen’s Indemnity Act of 1951 all personnel 
in active military service are given indemnity protection of $10,000, 
if they do not have NSLI or USGLI policies, with benefits payable for 
10 years at the rate of $9.29 a month per $1,000 of indemnity protection 
for deaths in service or within 120 days after separation. 

In view of the long-established precedent of providing insurance or 
indemnity protection to servicemen, the question has been raised 
whether there will not be public demand for continuation of such 
benefits even if the improved scale of benefits under the Kaplan 
Committee proposals were enacted. 
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Moreover, the Kaplan Committee proposal to eliminate indemnity 
benefits was filed before the enactment of the Federal Employee 
Group Life Insurance Act of 1954, which for the first time established 
group life insurance, financed in part by the Government, for civilia: 
Federal employees. 

This new development may strengthen demands for retaining 
NSLI-type insurance benefits or indemnity benefits for military 
personnel. | 

To provide insurance to military personnel would, inevitably, in 
volve costs to the Government. Furthermore, the potential costs 
would be much more uncertain and larger than in the case of the civil 
lan program, since war-risk costs would be involved in military i1 
surance which do not exist in insurance for civilian employees. hh 
view of the liberal scales of benefits proposed in the Kaplan Commit 
tee report, the question regarding whether the indemnity is to be re 
tained or some form of insurance reinstated needs to be considered 
now, so that appropriate adjustments can be made in the scales and 
structure of benefits proposed by the committee. 

Otherwise, the insurance or indemnity program would constitute 
an additional layer of benefits on top of those proposed by the 
Committee. 

Mr. Barres. Mr. Hughes, at that point, there is a difference between 
the present free insurance and that which the civilian employees pay 
for ? 

Mr. Hucues. That is correct. 

Mr. Bares. In other words, one is free, and one is cared for by per 
sonal contribution. 

Mr. Harpy. There are other differences besides that. 

Mr. Bares. I mean that is one fundamental difference. 

Mr. Hueues. If, in the light of the foregoing, the Congress wishes 
to retain an indemnity-type benefit, for active-service personnel, there 
would need to be made some substantial modifications in the struc- 
ture and scales of benefits proposed by the Kaplan Committee. The 
Bureau of the Budget will be glad to contribute toward the exploration 
of the technical problems involved in such modifications if the com- 
mittee desires to pursue this line of inquiry. 

Our discussion of this insurance and indemnity problem has been 
confined to personnel on active military service. As you know, the 
recommendations of the Kaplan Committee also relate only to per- 
sonnel on active service. 

There is, however, as the Director mentioned in his letter of October 
25, an additional important problem involving the relationship be 
tween survivor benefits for personnel who die in active service and 
those who die as veterans from service-connected causes or after long 
years of service. 

This problem of equitably relating benefits to servicemen and bene- 
fits to veterans has not been fully explored. The problem is compli- 

cated by the variety and complexity of the existing programs, by 
lene established precedents, and by the need to bear in mind that the 
system finally evolved must be of such a nature that it is administra- 
tively and financially feasible. 

The Director has requested me to say that the Bureau of the Budget 
appreciates the opportunity afforded ‘by the work of this select com- 
mittee to participate in the development of solutions to the problems 
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ve have mentioned, and that the committee may be assured of our 
ontinued cooperation in this important effort. 

Mr. Bares. Thank you very much for your statement, Mr. Hughes. 

Mr. Carnes. Mr. Chairman, I would like to say that as other 
witnesses have testified, as to how this insurance will be handled, is 
one of the most thorny problems that anyone will have to deal with in 
trying to come to an equitable solution of this survivors’ benefits 
picture. 

About 3 or 4 weeks ago your counsel, in conjunction with all the 
Government agencies which were concerned—the Department of De- 
fense, the Comptroller General’s Office, the Bureau of the Budget, the 
Veterans’ Administration, and some other groups which were inter 
ested in this—we all met one morning and discussed this matter, 
relating only to the insurance factor as it may affect the total survivors’ 
benefits for about 214 hours, and, as a result of that conference, it was 
agreed that it would, perhaps, be best if one particular witness ap 
peared before the committee and concisely stated this entire general 
problem area 

At that conference it was suggested that the Bureau of the Budget 
assume that responsibility, which they did, and so we haye had this 
presentation this morning which Mr. Hughes has made, deliberately 
confining itself primarily to this problem area of what to do about 
insurance as a result of that staff conference of seme 4 weeks ago. 

I think the presentation which has been made fully represents the 
problem area which exists, and we are grateful to Mr. Hughes and 
the Bureau of the Budget for having in one package given to the 
committee and inserted’ into the record the details of this particular 
problem area 

Without going into the background of our conference of 4 weeks 
ago the specific request made of Mr. Hughes, one might think that 
the Bureau of the Budget has intentionally dwelt upon this one 
subject, and has not covered other broad areas, but this was done 
specifically at my request, and at the request of the staff group which 
has been discussing this problem for the last 214 months. 

Mr. Harpy. It is a very good presentation on that particular sub 
ject. I think, however, Mr. Hughes, after we get into certain other 
phases of this matter, we are going to need as careful an analysis of 
some of the others as we have had by the Bureau of the Budget in 
your aspect of the matter 

Mr. Hueues. We shall certainly be glad to make any contribution 
we can. 

Mr. Harpy. Thank you, sir. 

Mr. Bares. Are there any further questions ? 

Mr. Carnes. Mr. Chairman, we have not scheduled the Office of the 
Comptroller General until 11:15, and I think it would be wise if we 
would use the next 30 minutes in order to get the thinking of these 
gentlemen who represent the Bureau of the Budget, on some of these 
questions. 

Mr. Bates. That will be fine. 

Mr. Carnes. Mr. Hughes, there are 1 or 2 comments which I 
would like to make with regard to your report here : 

On the very first page, under article I, section 1, you say: 

Assure career-service personnel that the needs of their survivors will be met 
in the event of their death either in service or after retirement from service 
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You realize that the jurisdiction of this committee is limited, 
that we are not, and the committee is not, pursuing any veiiiomint. Ol 
pensions problems. 

Mr. Hueues. As I understand it, the committee’s interest is in 
survivors’ benefits for members of the Armed Forces and forme: 
members of the Armed Forces. 

Mr. Carnes. That is correct. 

Mr. Hvueues. These career-service personnel, after retirement, 
would be former members of the Armed Forces. 

Mr. Harpy. I think the committee would have jurisdiction in con 
nection with survivors benefits under the language. 

Mr. Hugues. Yes, sir. 

Mr. Harpy. But, it would not have jurisdiction of a retirement pro 
‘am. 

Mr. Carnes. That is correct. 

Mr. Harpy. But, we have jurisdiction over survivors benefits afte: 
retirement. 

Mr. Huaues. Yes, sit 

Mr. Carnes. On page 3 of the report, Mr. Hughes, you touched upon 
the Kaplan Committee recommendations there, and I wonder if you 
would give the committee your comments upon the possibility of sub 
stituting a flat sum in place of the Kaplan Committee recommenda- 
tion with respect to the 6-month death gratuity ? 

The Comptroller General’s Office in its re port, for instance, has sug 
gested a flat sum of $1,200 to be paid in lieu of the 6-month death 
gratuity. 

Would you be kind enough to give us your comments on that, 
any comments which you may have, please ¢ 

Mr. Hugues. The Kaplan proposal for the 6-month death gratuit) 
represents, in effect, a modification of the existing provisions of the 
law for that purpose, in that it would establish both a minimum pay- 
ment and a maximum payment, thereby reducing the total range of 

‘hese benefits. 

The proposal for a flat gratuity certainly has advantages, however, 
from the standpoint of ease of administration, partic ularly if the pay- 
ment is considered primarily as a mean for settling immediate obli- 
gations which the survivors may have. 

On the other hand, the administration and the President have urged 
the establishment of an adequate system of survivors benefits for the 
military and a system which will provide suitable career incentives 
for military personnel. 

If the other benefits provided adequately reflect differences in pay 

rade at time of death, perhaps the 6- month death gratuity could be 
a D flat amount, with the variation in benefits based on pay grade to be 
achieved through other programs. 

Mr. Harpy. A major concept of this 6-month death gratuity propo- 
sition, however, is to simply provide the family of the deceased with a 
lump sum to take care of immediate emergencies. That is about what 
it amounts to. 

Mr. Hugues. Yes, sir. 

Mr. Harpy. It seems to me that we might think about the liveli- 
hood that the families of men in different pay grades would have dif- 
ferent types of obligations. 

Mr. Hugues. That is correct. 
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Mr. Harpy. If you are thinking about tiding the survivors over an 
immediate and urgent period right at the time of death, a private’s 
family, even though he might leave a widow, would ve ry likely have 
less pressing de mands than would the widow of a colonel, for instance. 

Is that right, or am I wrong? 

Mr. Hueues. I think that is right, and that is undoubtedly, I think, 
the basis for the existing system which is scaled directly to pay. 

Mr. Harpy. I was basing that question primarily upon the habits 
of Americans, as I have observed them. We usually spend whatever 
we get our hands on, and obligate the next month’s salary without 
very much regard to the problems and responsibilities of the future. 

Mr. Hvenes. I think the thing with which to be concerned here is 
the total level of benefits which are provided under the system. The 
total level can be arrived at with different compartments. If the bene- 
fits otherwise provided make adequate recognition of the pay scales 
and so on, then I think the 6-month death gratuity could be a flat 
benefit. 

Mr. Carnes. With respect to the observation which Mr. Hardy 
made, while I am not taking exception with it at all—— 

Mr. Harpy. It is all right; it will not hurt my feelings any, what- 
ever, sir. 

Mr. Carnes. It has been revealed to us by an analysis of the in 
service deaths that the enlisted men in the higher three paid grades 
were the ones, percentagewise, who would have the largest number 
of beneficiaries and dependent children, and often even more so than 
the officers. 

The three higher pay grades include the master sergeants and 
the chiefs of the Navy, and that group of people in the highest three 
enlisted grades. 

They will have more dependents, so far as widows with children 
are concerned, than is true of the officer rank. 

By the same token, it is quite likely that the enlisted man would 
live up all of his money in a much more rapid manner than the officer, 
who may have been prone to have accumulated something over the 
years. 

Mr. Harpy. Yes; but that master sergeant’s wife is going to need 
more money to care for immediate problems than the wife of the 
private. 

Mr. Carnes. Yes, sir; but the Kaplan proposal provides that the 
master sergeant’s wife, most likely, would get only the minimum of 
$1,200, and based on the pay scale, a private would not get any more 
than the minimum. You have to bea chief in the Navy or a sergeant 
major or someone in the higher 2 or 3 enlisted pay levels in order to 
get a benefit beyond the $1,200 minimum which the Kaplan Com- 
mittee suggested, and for the most part, you would be helping most 
of the enlisted men by the Kaplan proposal of $1,200, the question 
being raised as to whether or not it would not be best to pay all people 
at the $1,200 level. 

The need for survivors benefits is as great among the three top- 
ranking enlisted men as it is among the officers. Furthermore, under 
the system suggested, if social security be provided within a period 
of 30 to 60 days, perhaps, social security would likewise pay a lump- 
sum benefit to such survivors if they qualify for social security. 
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By the same token, if all survivors’ benefits were reduced to merely 
two benefits—that is to say, social security and VA benefits—it is 
reasonable to assume that those payments would be a little more 
prompt in coming to the recipient than the present hodgepodge which 
we have. 

I was not disagreeing with you, Mr. Hardy. 

Mr. Harpy. I did not mean to really express an opinion; I merely 
was exploring. 

Mr. Huaues. Yes, sir. 

Mr. Harpy. That is all. 

I am not in disagreement with the point made by counsel. 

Mr. Bares. All that you are saying, Mr. Hughes, is that you would 
have no objection to a flat figure for everyone, providing the other 
parts of the program would ‘take care of a graduated scale? 

Mr. Hugues. Yes, sir. 

Mr. Bates. You have to consider the overall benefits, and this is 
only one segment. Your views on that would be dependent upon 
what happened in the other areas; is that right ? 

Mr. Hueues. Yes, sir. 

Mr. Carnes. On page 4, on the center of the page there, and I will 
not cite the specific portion, but it deals with waived premiums. 

If a person goes into the service, and has his national service life 
insurance premiums waived, and he dies on active duty, does his 
wife have the privilege of exercising the option which exists under 
national service life insurance, or would she get the indemnity only? 

Mr. Hvueues. No; she has the same right and privileges as any 
NSLI policyholder. She merely waives her premium payments, or 
rather the serviceman waives them. 

Mr. Carnes. In other words, she could receive a $10,000 lump 
sum payment, or she could either take the various settlement 
options ? 

Mr. Hueues. That is right. 

Mr. Carnes. By the same token, could that man have designated 
any beneficiary that hé so desired under a waived premium ? 

Mr. Hueues. Well, within the normal insurance limitation ; yes, sir. 

Mr. Bares. Do you think that is as it should be ? 

Mr. Hvuenrs. He asked me a question of fact, as to whether that 
was the situation. 

Mr. Bares. Let us take it on further, and see if you think that is 
what it should be. 

Mr. Huenes. With respect to the insurance policy, the situation 
could not be changed. Those are contractual rights which the indi- 
vidual has. With respect to indemnity, or the proposed service com- 
pensation coverage, a change, of course, is possible. 

Mr. Bares. Then, that is where you would suggest the offset ? 

Mr. Harpy. Your offset is already provided there, such as you 
can provide. 

Mr. Hvenes. It is a question of indemnity versus insurance. 

Mr. Bates. Yes: that is right. 

Mr. Hvenes. That is correct. 

Mr. Harpy. He is talking about the existing statute where you got 
the election as between the indemnity or your NSLI, if you have it. 
That already exists. 
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Mr. Bares. I understand that, but I meant the compensation. In 
other areas you would have an offset, as you indicated in your report 
here. 

Mr. Hugues. That is right. 

Mr. Carnes. On page 5, in the second paragraph, which is almost 
at the bottom of the page, you mention a second and even more fun- 
damental problem involving insurance, and indemnity benefits, which 
also needs consideration, and which the foregoing suggestion in regard 
to offsets would not solve. 

This is the question of whether the Government should depart 
from its longstanding practice of providing a part of the survivors 
benefits to military personnel in active service on an insurance or 
indemnity basis. 

In other words, I think that that is somewhat the same position 
which the Veterans’ Administration has testified to which is to the 
effect that, regardless of what compensation may be paid by th 
Veterans’ Administration, or regardless of what payments may be 
made by the Social Security Administration, or any other program 
which you have, that so long as you’ tried to absorb, within those 
programs, the indemnity and insurance meanenes which have been 
provided since 1917 that there will, perhaps, be rather, a hue and 
cry that some insurance or indemnity be provided. 

Mr. Hucues. That is correct. 

Mr. Carnes. So, therefore, the Veterans’ Administration, I believe, 
feels that if you are going to upgrade the Veterans’ Administration 
compensation, that it would be better to not upgrade it to such a con 
siderable degree, but to split the Veterans’ Adminstration compensa 
tion into two parts, and have a part which would still be identified as 
an indemnity, and still have, also, a part which would be identified as 
compensation. 

To make my point; if the Veterans’ Administration agreed to pay a 
man, say, specifically, $200 in compensation, the Veterans’ Adminis 
tration—and I take it from your testimony here that you would favor 
it, and it would perhaps be more expedient and more acceptable to all 
concerned—rather than paying the $200 as Veterans’ Administration 
compensation, you paid $160 as V eterans’ Administration and $40 as 
indemnity or some specific payment which kept the identity as being 
in heu of an msurance program. 

Mr. Huaues. Yes. 

We are suggesting that as one solution to this problem, which we 
foresee. 

Mr. Carnes. Yes. Is it the view, as it is with the Veteran’s Admin 
istration, that the Bureau of the Budget feels you would be trav ae 
on dangerous ground when you lose the identity of an insurance, or an 
indemnity payment ? 

Mr. Huaues. That is correct; because of the long history of an in- 
demnity or insurance program. , 

Mr. Bates. In other re let us keep it as complicated as possible. 

Mr. Hucues. No, sir. I did not intend to leave that impression. 
I would like to make this clear, if I might: 

I did not intend to say that we spec sifie ‘ally propose this. This was 
merely a discussion of the problem. 

Mr. Bares. I understand your point of view. 
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Mr. Hucuers. Our question is whether, in the light of past histor) 
the Congress and the public, perhaps, might well w yish to retain insu 
ance or an indemnity type ’ benefit because of the differences which 
are inherent in that approach as distinguished from the service con 
pensation. 

Mr. Harpy. If you did that, would that be a compensation or a1 
indemnity program financed by the Government, completely gratui 
tously, or was it thought that it would be flexible and permit som 
variation in amount ? 

Mr. Hueues. Our thought was not that we revert to an insuranc 
approach here, if that was your point. 

Mr. Harpy. That is what I was getting at. I do not see where there 
is much distinction between compensation and the indemnity approach 
if it is going to be a flat proposition. 

Mr. Huaues. I think there are some other differences which do pro 
vide a basis for distinction. One, for instance, is in the range of bene 
ficiaries covered under the two types of systems and, also, in the fact 
that under the insurance or indemnity approach the insured or indem 
nified individual has an option with respect to the selection of the bene 
ficiaries, and the service compensation approach is on a strictly de 
pendency basis. 

Mr. Harpy. It does not have to be. 

Mr. Hueues. The indemnity approach ? 

Mr. Harpy. I do not think either of them has to be limited. In 
other words, I think you could provide for a beneficiary a certain lati 
tude under either approach, could you not ? 

Mr. Huenes. I think that is true. Of course, under the insurance 
and indemnity approach there is provided a wide option of bene- 
ficiaries, and the individual is permitted to select them. That is 
historical. 

Mr. Harpy. Historically, yes; but it does not necessarily follow 
that it has to continue in that same manner. 

Mr. Hucues. If the option on beneficiaries were reduced or elim 
inated, the distinction between an indemnity and a compensation 
approach would be reduced. 

Mr. Harpy. That is the distinction which is apparently being made. 

Mr. Bares. But to a widow or any other beneficiary entitled to re- 
ceive something, surely they do not care what you call the source from 
which these moneys come, 

Mr. Huenues. That would be correct, with respect to the widow. 
So far as the insured is concerned, it might be maintained that it is 
only just to leave him a part of the total benefits, with respect to which 
he could deal more as he saw fit. He could then make a disposition 
of that portion which might not be possible under the compensation 
program. 

Mr. Bares. Then, of course, that gets into the other area, as to 
whom we should consider proper beneficiaries, as well as other prob- 
lems, which all of us understand. 

Mr. Hvenes. Yes, sir: that is correct. 

Mr. Carnes. To sum up the point, here, I would like to reemphasize 
just a part of your testimony with respect to this particular situation, 
and the position of the Bureau of the Budget on this subject of having 
two benefits, one which can be identified as something in lieu of the 
indemnity or insurance. 
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In view of the long-established precedent of providing insurance 
or an indemnity protection for servicemen, the question has been 
raised as to whether or not there will not be public demand for con- 
tinuation of such benefits, even if the improved scale of benefits under 
the Kaplan Committee proposal were adopted. That is essentially 
your position; is that right? 

' Mr. Huenes. We are raising the question for purposes of your ques- 
tions and discussions. 

Mr. Carnes. Yes. 

Mr. Hvuenes. Our position, I think, is this: That the Kaplan Com- 
mittee recommendations do not deal adequately with the insurance 
part of this problem and, perhaps, with the indemnity part. We are 
anxious that this committee and the Congress in its consideration of 
the matter thoroughly consider the problem and deal with it in such a 
fashion that there is not an additional layer of benefits superimposed 
upon the Kaplan Committee totals. 

Mr. Carnes. As you have pointed out today, it is not the intent 
of the Kaplan Committee report to get across the general idea that the 
level of benefits which they suggest, ‘being the contributory social 
security and upgrading these Veterans’ Administration benefits, but 
you feel that the level of benefits which they are provided for is a 
continuing level, and does not end at 10 years, but continues. 

Don’t they feel that this provision for a survivors benefits program 
obviates the need of continuing any form of insurance or indemnity 
program for survivors? 

Mr. Hugues. Well, I think you could assume that from some por 
tions of the report. 

Mr. Carnes. That is what I thought. 

Mr. Hvueues. On the other hand, there is this provision which, per 
haps, reflects the full understanding of the insurance problem: There 
is provision that the insurance would continue in force and that the 
individual would still have the full total of Kaplan benefits. 

Mr. Carnes. Does not the report constantly come back to the fact 
that the Committee feels that they are offering in a package form as 
much Federal Government benefits as were ever offered, maybe, with 
the exception of FECA? That is, the Kaplan Committee report is not 
trying to reduce benefits; they are merely trying to put them in a 
package ? 

Mr. Hucues. Yes, sir. 

Mr. Carnes. They feel they have so incorporated the indemnity and 
veterans compensation in the package that there is no longer any 
necessity to isolate or supplement their proposal with any indemnity 
or insurance feature. 

Mr. Hugues. I think with respect to the indemnity and insurance 
feature of the thing that that is clearly their thought. 

They would however permit the continuation of insurance in force. 
In view of this extra hazard problem which I mentioned and our con- 
cern is that it be dealt with on an offset or other appropriate basis. 

Mr. Bares. I would like to have the comments of the Bureau of the 
Budget on some of the suggestions contained in the Comptroller Gen 
eral report, if it would be appropriate for them to comment on those 
suggestions at this time. 

However, the suggestions made in the Comptroller General's report 
were quite a departure from those made by Mr. Kaplan. 
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Mr. Carnes. I would suggest that, perhaps, it would be better, fo 
the purpose of the committee and others present, to get the benefit o1 
the views of the General Accounting Office first, and perhaps if M: 
Hughes would come back after we more thoroughly understand thx 
proposal of the General Accounting Office, it would be fine. 

Mr. Hucues. We have reviewed the report, and we would be glad to 
comment on it any time you wish. 

Mr. Bares. Perhaps the committee and other interested partie 
might prefer to hear the comments of the General Accounting Offic: 
first. 

Mr. Carnes. Perhaps, Mr. Hughes or Mr. March have something 
which they would like to volunteer for the benefit of the committee at 
this time. I am sure thoughts have occurred to them as they have . 
monitored the hearings. j 

Mr. Huenes. No, sir; I have no comments to volunteer. We a1 
ready and willing to assist the committee in any way we can. 

Mr. Carnes. Mr. Hughes must have been in the service; he is not 
volunteering anything. 

Mr. Bares. Thank you very much, Mr. Hughes. 

Mr. Hvuenes. Thank you, gentlemen. 

Mr. Bares. Are the representatives of the General Accounting 
Office present, and will they please come forward to the witness stand 
and give their names to the reporter ? 


STATEMENT OF CHARLES E. ECKERT, LEGISLATIVE ATTORNEY, 
GENERAL ACCOUNTING OFFICE, ACCOMPANIED BY LLOYD NEL- 
SON, ASSISTANT DIRECTOR, ACCOUNTING SYSTEMS DIVISION, 
GENERAL ACCOUNTING OFFICE 


Mr. Eckert. I have a prepared statement. Itis very short. I will 
proceed to read the statement, if that is all right with the committee. 

Mr. Bares. You may proceed, Mr. Eckert. 

Mr. Eckert. Mr. Chairman: The General Accounting Office appre 
ciates the opportunity to appear before this committee to express its 
views on the general subject of survivor benefits. It has long been 
our view that the subject of survivor benefits, partic ularly as it relates 
to our active military and veterans population, is one which should 
receive a careful evaluation by the Congress. 

This area of benefits is exceedingly broad and complex. However, 
when regard is had for the millions of present and potential benefi 
ciaries and the large impact of such benefit programs on our Federal] 
budget, now and in the years to come, the importance of the recom 
mendations of this select committee to the Congress, to the benefi 
ciaries and to the taxpayers is apparent. 

Under date of October 27, 1954, the Acting Comptroller General 
transmitted to the committee a report of the General Accounting 
Office on the subject. In his letter to the chairman he summarized the 
basic matters which he felt should be considered by the committee, 
and as follows: 

Establishing for the future the extent of the Government’s obli- 
gation to its service personnel, divided into two broad groups: (a) 
The survivors of those who die in the active service, and of those 
who die after discharge from injuries or disease incurred as a result 
of active service, and (b) the survivors of those who die after dis- 
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charge from active military service, but whose cause of death is not 
the result of military service. 

Providing substantial uniformity of treatment to all survivors 
of servicemen, and veterans whose death is attributable to service, 
with limited adjustment between the various grades. 

Relating the survivor program for military personnel and veter- 
ans to the social-security system, which is now nearing universal ap- 
plication to the whole population based on the 1954 amendments, 
with addition of certain compensation features to reflect the obli- 
gation of the general public to the survivors of those who lost their 
_ in service or because of service. 

Providing that monthly benefits in all cases should be limited to 
araaian widows and children under 18, and to dependent widowers 
ind dependent parents, when no widow or children survive. 

The area of survivor benefits is today exceedingly complex due 
primarily to the enactment over the years of piecemeal legislation 
designed to grant benefits to the survivors of service personnel and 
veterans. One of the first elements which we feel must be considered 
is a determination of the extent of the Government’s obligation to 
survivors of military personnel and survivors of veterans who meet 
an untimely death because of prior military service. 

Does the Government’s obligation extend to all those who, during 
any period, may have worn the uniform of the armed services, or 
does it extend only to those who die while in uniform, or were injured 
and have died in service or after discharge as a result of such injury / 
Properly, for consideration in connection with such question is the 
number of veterans of the services today, together with the number 
which can be foreseen as rendering service in the future. 

Especially significant in this connection is the impact which the 
social-security system has on the need for special benefits for sur- 
vivors of veterans, particularly if such benefits are payable merely 
by reason cf service such as pescenty is the case in connection with 
benefits paid because of World War I and prior war service. 

Once the Congress determines the obligation, it must then consider 
the amount of the benefit and the form which it shall take. The Gen 
eral Accounting Office agrees with the Kaplan committee that social 
eecurity should be extended to the milits iry and that such system 
should be a basic element of any survivor-benefit program enacted. 

The Kaplan Committee approaches the problem by providing a basic 
service compensation payment which would be scaled by the rank or 
grade of the member of the service. The General Accounting Office 
in its recommendation has grouped the various ranks or grades into 
three major categories. Historically, this type of legislation has pro- 
vided only one basic amount which would be uniform in all cases. 

In determining the appropriate approach to be taken it would seem 
pertinent to consider whether the purpose and intent is to provide a 
specific amount to a beneficiary regardless of other benefits which 
might be received or whether the purpose and intent is to assure that 
such beneficiaries will be provided a sufficient amount from any and 
all sources to provide reasonable compensation. 

Under the first approach a program could be designed to pay specific 
monthly amounts to the various classes of survivors of persons killed 
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in or as a result of active service without affecting those programs 
presently in existence as regards present recipients. 

Under the second approach the Congress might well determine the 
monthly amount which might be appropriate to provide the various 
classes of beneficiaries with reasonable compensation. Once these 
amounts were established, the Government would in effect guarantee 
to eligible survivors this monthly amount as a maximum, but would 
adjust such amount by those amounts payable from any other Federal] 
source such as social security, servicemen’s indemnity, and Govern 
ment insurance. 

If this concept were adopted, these various other benefit programs 
such as compensation and servicemen’s indemnity could be discon 
tinued as respects all future beneficiaries. The recommendations of 
the General Accounting Office as contained in its report of October 27 
substantially follow this latter approach. 

The General Accounting Office feels very strongly that any new 
program of ee benefits for service-connected cases should incor 
porate and/or replace the various existing programs for all future 
participants wt should provide appropriate adjustments of existing 
benefits. If deemed desirable, provision could be made that existing 
compensation benefits will not be reduced. 

While this would result in the administration of several programs 
for some years to come, nevertheless, the program would envision the 
eventual termination of the several existing programs and the con- 
tinuance of the one basic program for all survivors. 

The General Accounting Office recommends that any program 
adopted appropriately provide Government insurance for those mem- 
bers discharged from the service whose insurability has been impaired 
by military service. Also, it is recommended that the committee con- 
sider the amounts now being paid under the 6-month death gratuity 
program and establish a reasonable fixed amount in lieu thereof. 

Another element which is of concern to the General Accounting 
Office is the retirement benefits which would flow to members of the 
military if social security be extended to the military service. It is 
believed that such benefit should not be additive to the existing retire- 
ment benefits for members of the armed services. The addition of 
such benefit would greatly increase the existing disparity between 
retirement benefits for the military and those provided for civilian 
employees of the Government. 

It is felt that upon the application of social-security benefits to the 
armed services, provision should be made to adjust the present mili 
tary retired pay by the amount of social-security benefit which is at- 
tributable to military service. 

This will still provide all military personnel with the additional 
benefit of the substantial survivor protection provided by social 
security coverage. 

The Acting Comptroller General has asked me to assure the com- 
mittee that members of the staff of the General Accounting Office 
will be available to provide any possible assistance to the committee. 

Mr. Bares. To say the least, that is a very interesting statement, 
Mr. Eckert. 

Mr. Eckert. Thank you, Mr. Chairman. 
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| have tried not to get into too much detail, other than to indicate 
this morning the areas which we felt were a prime necessity for the 
consideration of Congress. 

We have in our report filed with the committee gone into some 
detail on the program as we would envision it. Of course, we do 
not think we have the panacea for all of the ills here, but it was 
submitted with the hope that it would be helpful to the committee, 
and we, of course, will be willing to help Or ASSISL Ih any way Wwe 
can in attempting to take all of the recommendations and see if the 
program could not be worked out. 

Mr. Carnes. All right, sir. 

I would like to say at this time that I would like to submit for 
the record the committee’s letter of October 7. and the reply, which is 
this full report of October 27. 

Mr. Bares. It will be incorporated into the record, without ob 
jection. 

(The matters referred to are as follows:) 

Oocroser 7, 1954 
Mr. FRANK H. WEITZEL, 
icting Comptroller General, General Accounting Office 
Washington, D. C. 


Deak Mr. WertzeL: I am forwarding as an enclosure hereto part 2 of the 
Kaplan Committee report, and a copy of a bill which, if enacted, would in 
essence implement into law those recommendations of the Kaplan Committee 
reating to survivor benefits, 

The committee desires your comments on that portion of the Kaplan report 
dealing with survivor benefits to be provided Armed Forces personnel, as well 
as your comments on the enclosed bill. 

In addition, we will welcome any comments which you may have with regard 
to the additional enclosure relating to social security, which we have forwarded 
to the Departments of Defense and Health, Education, and Welfare, requesting 
specific answers thereto. 

The committee further solicits any comments or views regarding the general 
subject of survivor benefits which you feel may be of interest t 
of this subject. 

A reply to this inquiry not later than October 22 will be appreciated. 

Sincerely yours, 


0 our consideration 


WILLIAM H. Bares 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, October 27, 1954 
Hon. WILLIAM H. BaArtTEs, 
Chairman, Select Committee on Survivors Benefits, 
House of Representatives. 

DeaR Mr. Bates: Reference is made to your letter of October 7, 1954. trar 
mitting a copy of part II of the report of the Committee on Retirement Policy 
for Federal Personnel concerning the uniformed services retirement system. a 
copy of a bill designed to implement that cofamittee’s recommendations, and an 
enclosure raising questions in regard to the extension of social-security coverags 
to members of the armed services. You request my comments on the enclosures 
as well as an expression of my views on the general subject of survivor benefit 

The subject of survivor benefits, particularly as it relates to our active military 
and veteran poplation, is one which the General Accounting Office has long cor 
sidered as an area that should receive a careful evaluation by the Congress from 
an overall viewpoint. The action of the Congress in establishing the Committee 
on Retirement of Federal Personnel and in creating the select committee of 
which you are chairman to study and to recommend appropriate legislation in 
this broad and complex area, which has such a large impact on our Federal! 
budget, is indeed heartening. 

In considering the problem of survivor benefits I recommend that yor 
committee give consideration to the following: 
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1. Establishing for the future the extent of the Government's obligation to its 
service personnel, divided into two broad graups: (a) The survivors of those 
who die in the active service, and of those who die after discharge from injuries 
or disease incurred as a result of active service, and (6) the survivors of thoss 
who die after discharge from active military service but whose cause of death is 
not the result of military service. 

2. Providing substantial uniformity of treatment to all survivors of servic 
men, and veterans whose death is attributable to service, with limited adjustment 
between the various grades. 

3. Relating the survivor program for military personnel and veterans to the 
social-security system, which is now nearing universal application to the whole 
population based on the 1954 amendments, with addition of certain compensation 
features to reflect the obligation of the general public to the survivors of those 
who lost their lives in service or because of service. 

4. Providing that monthly benefits in all cases should be limited to surviving 
widows and children under 18, and to dependent widowers and dependent parents 
when no widow or children survive. 

In the area of military retirement I am concerned that the Kaplan committee 
report and the bill proposing to implement that report suggest that the retire 
ment features of the social-security program be in addition to the retirement 
benefits presently existing for members of the armed services. I believe that 
such additive benefit is neither necessary nor required and such a step will greatly 
increase the existing disparity between retirement benefits for the military and 
those provided for civilian employees of the Government. I feel that upon the 
application of social-security benefits to the armed services provision should be 
made to adjust the present military retired pay by the amount of social-security 
benefit which is attributable to military service. It should be recognized that all 
military personnel will receive the additional benefit of the substantial survivor 
protection provided by social-security coverage. 

I have had members of my staff review the Kaplan committee report, the bill 
designed to implement that report, and other material which you furnished. The 
views of the General Accounting Office on the various facets encompassing these 
matters have been compiled by subject matter and are attached hereto for the 
information of the committee. However, in view of the limited time available to 
consider this matter, our work has not been as complete as we would like. 

In summary, our recommendations are as follows: 

1. Place military personnel under the social-security system on a basis similar 
to commercial employpment, and 

(a) Eliminate the six-quarter requirement. 

(b) Require payment of employer’s share of costs from the military 
appropriations. 

(c) Reduce the amilitary retired pay by any increase in social-security 
payments by reason of military service credits. 

2. Provide a new service compensation program, modified to payments of $100 
monthly to survivors of enlisted men, $125 monthly to survivors of warrant 
officers and officers through captain, and $150 monthly to survivors of those 
above the grade of captain. Such a service compensation program to be inaugu 
rated only if— 

(a) The servicemen’s indemnity ($10,000) is repealed. 

(b) Any insurance payments serve to reduce the monthly rates for the 
new service compensation program. 

(c) The service compensation payments are limited to widows, to children, 
and to dependent widowers, and dependent parents. 

(d) Eligibility to purchase Government insurance is limited to those whose 
insurability has been impaired. 

(e) The widows of servicemen and service-connected veterans be treated 
alike. 

3. Review the advisability of modifying the present free pension (non-service- 
connected plan) system, under which payments now approximate about $600 
million annually. 

4. Establish a fixed amount of $1,200 or some reasonable sum to be paid to 
eligible survivors, in lieu of the present 6-month death gratuity. 

It is hoped that the information furnished will be helpful to the committee. 
You are assured that representatives of the General Accounting Office will be 
available to provide any possible assistance to the committee at your request. 

Sincerely yours, 


FRANK H. WEITZEL, 
Acting Comptroller General of the United States. 





ol 
I 


di 








STUDY OF SURVIVORS BENEFITS 255 


Mr. Carnes. Before we get into any basic discussion, I think there 
is one thing which should be brought to the attention of the members 
of the committee, not only with regard to the Comptroller’s report, 
but all of the reports submitted by all of the agencies, because we were 
operating somewhat under the limitation of time, and the chairman 
did not make his request to you until October 7 

It was impossible for us to make this request to the various agen- 
cies for their comments on the Kaplan report, and the Department of 
Defense draft bill, and to solicit any further comments until Octo- 
ber 7, but under date of October 27 we received back from the Comp- 
troller General, and we have received similar replies from the Vet- 
erans’ Administration and the Bureau of the Budget, very detailed 
reports, containing what is obviously a great deal of thought and 
work, and some charts which were prepared in that interim period. 

Mr. Chairman, I merely want the committee to be aware of thé 
fact that the staff of every agency, in compliance with your request of 
October 7, really put in a great deal of time, and I know for a fact 
that some of the agencies devoted overtime, to give serious thought 
to the matters which the committee has under consideration this morn- 
ing. 

Mr. Chairman, I would like to insert into the record at this point 
the report of the General Accounting Office dated October 26. 

Mr. Bates. Without objection, so ordered. 


SuRVIVOR BENEFIT REPORT FOR THE SELECT COMMITTEE OF THE HOUSE OF 
REPRESENTATIVES (H. Res. 549) 


By United States General Accounting Office October 26, 1954 


COMPTROLLER GENERAL OF THE UNITED STATES, 
Washington, October 27, 1954. 
Hon. WILLIAM H. BATES, 
Chairman, Select Committee on Survivors Benefits, 
House of Representatives. 

DEAR Mr. BATES: Reference is made to your letter of October 7, 1954, trans- 
mitting a copy of part II of the report of the Committee on Retirement Policy 
for Federal Personnel concerning the uniformed services retirement system, a 
copy of a bill designed to implement that Committee’s recommendations, and an 
enclosure raising questions in regard to the extension of social-security coverage 
to members of the armed services. You request my comments on the enclosures 
as well as an expression of my views on the general subject of survivor benefits. 

The subject of survivor benefits, particularly as it relates to our active military 
and veteran population, is one which the General Accounting Office has long 
considered as an area that should receive a careful evaluation by the Congress 
from an overall viewpoint. The action of the Congress in establishing the 
Committee on Retirement of Federal Personnel and in creating the select com- 
mittee of which you are chairman to study and to recommend appropriate legis- 
lation in this broad and complex area, which has such a large impact on our 
Federal budget, is indeed heartening. 

In considering the problem of survivor benefits, I recommend that your com- 
mittee give consideration to the following: 

1. Establishing for the future the extent of the Government's obligation to 
its service personnel, divided into two broad groups: (@) The survivors of 
those who die in the active service, and of those who die after discharge from 
injuries or disease incurred as a result of active service and (%) the survivors 
of those who die after discharge from active military service but whose cause 
of death is not the result of military service. 

. Providing substantial uniformity of treatment to all survivors of service- 
men, and veterans whose death is attributable to service, with limited adjustment 
between the various grades. 
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3. Relating the survivor program for military personnel and veterans to the 
social-seeurity system, which is now nearing universal application to the whole 
population based on the 1954 amendments, with addition of certain compensation 
features to reflect the obligation of the general public to the survivors of those 
who lost their lives in service or because of service. 

4. Providing that monthly benefits in all cases should be limited to surviving 
widows and children under 18, and to dependent widowers and dependent parents, 
when no widow or children survive. 

In the area of military retirement I am concerned that the Kaplan Committee 
report and the bill proposing to implement that report suggest that the retire- 
ment features of the social-security program be in addition to the retirement 
benefits presently existing for members of the armed services. I believe that 
such additive benefit is neither necessary nor required and such a step will 
greatly increase the existing disparity between retirement benefits for the mili- 
tary and those provided for civilian employees of the Government. I feel that 
upon the application of social-security benefits to the armed-services provision 
should be made to adjust the present military retired pay by the amount of 
social-security benefit which is attributable to military service. It should be 
recognized that all military personnel will receive the additional benefit of the 
substantial survivor protection provided by social-security coverage. 

I have had members of my staff review the Kaplan Committee report, the 
bill designed to implement that report, and other material which you furnished. 
The views of the General Accounting Office on the various facets encompassing 
these matters have been compiled by subject matter and are attached hereto 
for the information of the committee. However, in view of the limited time 
available to consider this matter, our work has not been as complete as we 
would like. 

In summary, our recommendations are as follows: 

1. Place military personnel under the social-security system on a basis similar 
to commercial employment, and 

(a) Eliminate the six-quarter requirement. 

(b) Require payment of employer’s share of costs from the military 
appropriations. 

(c) Reduce the military retired pay by any increase in social-security pay- 
ments by reason of military service credits. 

2. Provide a new service compensation program, modified to payments of $100 
monthly to survivors of enlisted men, $125 monthly to survivors of warrant 
officers and officers through captain, and $150 monthly to survivors of those 
above the grade of captain. Such a service-compensation program to be inau- 
gurated only if 

(a) The servicemen’s indemnity ($10,000) is repealed. 

(b) Any insurance payments serve to reduce the monthly rates for the new 
service-compensation program. 

(c) The service-compensation payments are limited to widows, to children, 
and to dependent widowers, and dependent parents. 

(@) Eligibility to purchase Government insurance is limited to those whose 
insurability has been impaired. 

(e) The widows of servicemen and service-connected veterans be treated alike. 

5. Review the advisability of modifying the present free pension (non-service- 
connected plan) system, under which payments now approximate about $600 
million annually. 

+. Establish a fixed amount of $1,200 or some reasonable sum to be paid ta 
eligible survivors, in lieu of the present 6-month death gratuity. 

It is hoped that the information furnished will be helpful to the committee. 
You are assured that representatives of the General Accounting Office will be 
available to provide any possible assistance to the committee at your request. 

Sincerely yours, 
FRANK H. WEITZEL, 
icting Comptroller General of the United States. 
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SECTION l SURVIVOR BENEFITS OR SERVICE-CO NECTED FEATHS 


Military deaths: (current) 

Under currently existing legislation the survivors of the members of the armed 
services who die while in service are generally entitled, in addition to the 6- 
month death gratuity and all burial expenses which are treated elsewhere in this 
analysis, to benefits under servicemen’s indemnity, veterans’ compensation, and 
social-security programs. The survivors of certain reserve personnel may receive 
benefits under the Federal Employees Compensation Act in lieu of compensation 
under the veterans laws when the former provides a larger benefit. The amount 
of servicemen’s indemnity payable, together with any Government insurance, can 
not exceed the principal amount of $10,000. The amount of veterans’ compensa 
tion payable is based upon the rates established for a surviving widow, children 
under age 18, and dependent parents. The amount of the benefit payable under 
the Federal Employees Compensation Act to a surviving widow is based upon the 
pay of the member at time of death with additional benefits for minor children. 
The monthly old-age and survivors insurance benefits to an aged widow or widows 
with dependent children is based on the $160 per month wage credit granted each 
serviceman in the military service for the period of September 1940 through June 
1955. As indicated in (1) earlier reports to the Congress by the Comptroller 
General, (2) the Congressional Record for June 24, 1953 (pp. 7438 to 7440), and 
(3) the Kaplan Committee report, there is a need to revise the survivor benefit 
program to eliminate certain inequities, including adjustment of benefits which 
now terminate at the end of 10 years. (See table 1.) 


Veterans’ deaths (current) 

Under currently existing legislation the survivors of veterans who die as a 
result of service-connected causes are entitled to a $150 burial allowance, subject 
to a showing of actual expenses, payments in the form of 1 of 4 different options 
as a result of the Government insurance contract maturing due to death where 
insurance was in force, veterans’ compensation, the amount based upon the rates 
established for a surviving widow, children under age 18, and dependent parents, 
and (assuming coverage under social security) social-security benefits to aged 
widows, widows with dependent children, and children with no surviving parents, 
based upon deceased’s earnings and time spent under the social-security system 
{See table 1.) 


Proposed bill 

The proposed bill implementing the Kaplan Committee report (pt. 2) provides 
for (1) the establishment of a new service compensation program, (2) revising 
the 6-month death gratuity program, (3) extending the old-age and survivors 
insurance provisions of the Social Security Act to members of the uniformed 
services On the normal contributory basis, and (4) elimination of the present 
compensation and $10,000 death indemnity program with respect to any deaths 
hereafter occurring. The new service compensation program would be adminis- 
tered by the Veterans’ Administration, and pay a monthly service compensation 
to the dependent survivors of a member of the Armed Forces who dies while in 
military service. The amount of service compensation payable would be an 
amount determined by formula and based upon a monthly wage credit specified 
in the bill which had been recommended by the Kaplan Committee for the pay 
grade of the deceased member on the date of his death The amount of such 
compensation paid to the widow would not have a supplementary payment for 
children. The adjustment for children would be covered by the social-security 
system. However, if there was no surviving widow, then 1 dependent child or 
dependent parent would receive 60 percent of the compensation and 2 or more 
dependent children or dependent parents would receive the full amount of the 
compensation. 

The 6-month death gratuity would continue to be paid with a minimum benefit 
of $1,200 and a maximum of $3,000, the amount depending upon the rate of pay 
of the deceased member at time of death. Benefits payable under the social- 
security program would be based upon a plan of full participation rather than 
under the present arrangement of $160 per month wage credit for a temporary 
period of time. Full participation for the military would be achieved by contribu- 
tions paid on wage credits graduated according to military pay grades. Thus, 
the benefits would bear a relationship to the active-duty pay of the individual 
while in service. Under the proposed bill servicemen would be deemed to be 
currently and fully insured at the moment they entered service without waiting 
for the lapse of 6 quarters. 
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Observations and views 

It is of particular importance to observe that existing survivor benefit legisla- 
tion is unsatisfactory for several reasons. It is considered that one of the 
fundamental principles of any survivors’ program which has as its purpose the 
fulfillment of the Government's obligation is equality of treatment under gen- 
erally similar conditions or circumstances. To this end there should be no 
difference in treatment of survivors where a death occurs in the military service, 
be it wartime or peacetime, or in civilian (veteran) life when due to service- 
connected causes. Today, survivors of certain reservists on active duty are 
entitled to greater benefits than survivors of regular personnel, or other classes 
of reservists since they are eligible for Federal employees’ compensation pay- 
ments which are more liberal than veterans’ compensation. This requires 
remedy. Accordingly, the present situation is not always equitable to dependents 
and is costly to the taxpayer. 

The General Accounting Office is in wholehearted agreement with the idea 
of extending social-security coverage to members of the military service on a 
contributory basis with contributions based on wage credits graduated according 
to military pay grade. This action protects the serviceman’s social-security 
plan by giving him adequate credits of both time and wages while in the service, 
and provides a benefit plan comparable to the civilian system. Based upon the 
wage credit assigned by the Kaplan Committee and the proposed bill to the 
various military pay grades and the 1954 amendments to the Social Security Act, 
the following OASI payments (exclusive of other sources of payments) would 
result for survivors of men who die while in service : 


Oath | Widow, Widow, a Widow, Widow, 
Wage credit ichild’ | 2 children Wage credit ichild’ | 2 children 
$200__- $117. 80 $157.10 $300__- $147. 80 $197. 10 
ie 123. 80 165. 10 $350 162, 80 200. 00 
$260__.- 135. 80 181. 10 


It is also agreed that benefits under the Federal employees’ compensation pro- 
gram should be discontinued for active-duty personnel. For views of the General 
Accounting Office on the 6-month death gratuity and FECA, see the sections de- 
voted thereto elsewhere in this analysis. 

In order to provide survivor benefits in a sounder and more effective way there 
should be taken into account the level of social-security benefits under a con- 
tributory system, and the needs of dependent survivors. It is agreed that a new 
service compensation program should be established, effective for all future 
deaths, to pay a certain sum for life (recognizing that remarriage, death, or 
adulthood stops the payment) to certain dependent survivors of persons who die 
while in the military service (same rate for peace and wartime) and to sur- 
vivors of persons who die in civil life when death is directly traceable to service- 
connected causes. 

It is important to note that the General Accounting Office proposal to include 
survivors of veterans when death is directly traceable to service connection was 
not included in either the Kaplan committee report or the Defense Department 
bill. However, it is copsidered important to treat these two groups of survivors 
alike. 

Both the Kaplan Committee report and the proposed bill have related the pro 
posed service compensation to active-duty pay by grade. The proposals they 
make are reflected in table 2 which has been adjusted by us to reflect the 1954 
amendments which substantially increased social-security rates. 

It appears that the amount of compensation being proposed is excessive in the 
higher grades, especially in view of the 1954 amendments. Accordingly, in the 
interest of setting more reasonable rates and yet setting the monthly combined 
benefit (OASI and new compensation) at a level equal to or higher than present 
survivor compensation benefits, it is recommended that the new compensation 
rates be set as follows (the minimum rate might properly be set at a lower level, 
but the following table uses the same minimum rate suggested by the Kaplan 
Committee and used in the proposed bill) : 


Rank Monthly compensation 
Si eee re aa A ea Te ane $100 
Tr ne Ec cohelatecliaiiesen mnsaptasonta acinioatis ms ctaped caotinte 125 
Officers, grades 0-1 through 0-8_____.--.._________- sheecnciealieesdiaia amen ooncupmsente 125 


OClicerk, Brews Se TOO Oe anki ckttittsinnnnstepencesstawee 150 
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These suggested rates would apply to survivor widows with or without chil 
dren. A surviving child without a surviving mother (widow) would receive 60 
percent of the above rates and two or more such children would share the full 
rate. The above rates would be applicable to future deaths of veterans who die 
from service-connected causes as well as men who die in the service. Based on 
this suggestion, the new plan of combining social security on a contributory basis 
with a new service-compensation system, the various benefits by rank would 
appear as indicated in table 3. 

It will be observed that in the case of the lower 3 or 4 enlisted grades where 
2 or more dependents are involved, the monthly income to the survivors is greater 
than the gross pay of the related serviceman while alive. This excess is most 
pronounced in the case of a widow and two children. It appears, however, that 
if the $100 minimum service compensation were to be lowered to avoid the above- 
described situation, then the compensation rate should be lowered generally for 
all pay grades. Furthermore, under the proposal advanced in the Kaplan Com 
mittee report and the proposed bill, the principal survivor benefits are paid from 
the social-security fund, which would be receiving contributions from the service 
man as well as the Government. This contributory feature is not present under 
existing laws providing survivor benefits for military personnel and veterans. 
Since all military personnel would be contributing in part to the social-security 
benefits, and since the service compensation is supplementary in character, it 
might be argued that the supplementary payment (proposed minimum of $100 
per month) be reduced to a level where the combined payments did not exceed 
the serviceman’s gross pay in the service. The following table portrays the 
situation : 


a Benefits exceed pay of 
' Survivor payments a 
re tia , Average ‘ , 
Pay grade jwage credit 
| Widow Widow and! Widow and| Widow and! Widow and 
only 1 child 2 childre: 1 child 2 children 
E-1... eae ‘ $200 $100 $117. 80 $157.10 217 20 $57.10 
i 200 100 117. 80 157. 10 17. 80 57.10 
E-3... 220 100 123. 80 165. lf 3 20 45.10 
MP Eweieces | 260 100 | 135. 80 181. 10 21.10 


It might be considered that there exists as much financial need on the part of 
the survivors of these lower enlisted grades as exists in the other enlisted grades, 
and thus the payments might not be viewed as excessive. It should be kept in 
mind that this is a compensation program for service deaths or service-connected 
deaths, and is not a program necessarily related primarily to earnings as would 
be the case under a retirement plan. 

If it should be determined by the committee to follow the Kaplan Committee 
recommendation to relate the compensation specifically to each pay grade, it is 
assumed that the rate of service compensation established by that committee 
will be reduced by the amount of the increased social-security benefits provided 
by the 1954 amendments. This would continue to provide the survivors with that 
amount determined by the Kaplan Committee to be the Government's obligation 
to the survivors and the amount reasonably necessary for their support. 

In any event, the General Accounting Office would strongly recommend that 
under any program adopted the program provide for the adjustment of the 
service-compensation payments to correspond to adjustments in the social- 
security benefits payable in future years. 

The following represent examples of the social-security rate increases result- 
ing from the 1954 amendments and not considered by the Kaplan Committee in 
arriving at their proposed rate of service compensation. 








Widow and 1 child Widow and 2 children 
‘ Wage 
Pay grade credit — 
Old rate | Newrate. Increase Old rate New rate} Increa 
i 7 i 
E-1- $200 $105 $117.80 $12. 80 $140 $157.10 $17.10 
E-2 200 105 117. 80 12. 80 140 157.10 17.10 
E-3. 20) 110 23. 80 13. 80 146 165. 10 19. 10 
E-4.. 260 119 135. 80 16. 80 158 181. 1¢ 23.10 
E-5 00 128 147. 80 19. 80 169 197. 10 28.10 
E4 t50 128 162. 80 4. 80 169 200. OK 1.00 
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An additional feature to recognize in the proposed legislation if a new service- 
compensation system is adopted is that the pay grade of the serviceman at time 
of discharge should be the basis for determining the service-compensation rate 
to eligible survivors of a deceased veteran. 

As explained more fully in another section of this report, relating to the Fed 
eral life insurance for service personnel, it is essential that any monthly service- 
compensation payments be reduced by a sum of $9.29 for 120 months for each 
$1,000 of life insurance in force at time of death. Such offset arrangements 
would be consistent with present provisions of law (Public Law 23) relating 
to the $10,000 indemnity program. This reduction ($9.29 for 120 months per 
$1,000 of insurance) in service compensation should apply to service-compensa- 
tion benefits paid to survivors of veterans who died as a result of disease or 
injury directly related to hazards of military service. Furthermore, a benefi- 
ciary who preferred to receive service compensation immediately should, by 
law, have the option to (1) waive any claim under a matured term policy or 
(2) take the cash surrender value of a permanent-plan policy, and in exchange 
begin receiving the full service-compensation payment each month in lieu of 
a reduction in such payment of $9.29 per month for 120 months per $1,000 of 
life insurance in force. 

To the extent that survivors of future veteran service-connected deaths are 
not eligible for social-security benefits (this should be a rare situation), it is 
further recommended that such survivors be made eligible for additional service 
compensation equal to the minimum social-security benefits. Thus a widow 
and 1 child, would receive a minimum of $100 a month in basic service com- 
pensation and $45 a month additional service compensation, both payable by 
the VA. This sum is higher than the present VA rate of $121 per month for 
a widow and 1 child. 

It is important to recognize that the compensation and social-security plans 
are much more valuable than Government life insurance. The Kaplan report 
(pp. 49 and 50) gave an indication of “present values” of these two benefits 
where the survivor was a widow only. It is interesting to observe that present 
values of benefits range from a low of $48,087 to a high of $85,845. This is 5 
to 8 times the amount of the $10,000 life-insurance ceiling. 

The Kaplan Committee proposal and the proposed bill provide for amended 
legislation which would automatically give a man at time of entry in military 
service the status of a currently and fully insured individual under the Social 
Security Act. Existing legislation requires an individual to have a minimum of 
six quarters of coverage before survivor benefits are payable. This situation is 
brought to the attention of the committee to point out that eliminating the six- 
quarter. requirement will add to the cost of benefits paid out by the social- 
security fund, to the extent that deaths occur in the service during the first six 
quarters of military service without prior nonmilitary quarters of coverage. 
Conversely, there is no satisfactory solution to the problem, as it is essential 
that the social security survivor benefits be made effective immediately on 
entry to military service. If social-security coverage were made universal for 
the entire population between ages 20 or 22 and 65, then the six-quarter require- 
ment could be eliminated with respect to all survivor benefits. Such an arrange- 
ment would result in application of the same principle to military and non- 
military personnel. As indicated in another section of this analysis, the 
administrative problem of wage reporting could be materially simplified if the 
existing legislation were modified to permit calculating benefits and reporting 
wages on an annual rather than a quarterly basis. 


SECTION 2. EXISTING GOVERNMENT LIFE INSRANCE PROGRAMS 


During and following World Wars I and II there has been provided a measure 
of protection to survivors of both military personnel and veterans through the 
several Government life-insurance programs. These insurance programs were 
in addition to any other provisions of law regarding compensation payments to 
surviving widows, children, and dependent parents. During 1950 a comprehen- 
sive review of the insurance programs was made by the Government Operations 
Committee and the Veterans’ Affairs Committee of the House of Representatives 
These reviews of the life-insurance programs clearly showed the several defects 
in these programs, such as lack of universal or uniform protection to the sur- 
vivors, and excessive costs to the Government due to administrative expenses and 
obsolete mortality tables. The full details of the numerous deficiencies in the 
insurance programs were brought out by reports to the Congress from the Comp- 
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troller General, by the record of the committee hearings, and the resultant 
committee reports. Accordingly, it is not necessary to go further into detail on 
this matter in this current report. 

The result of the extensive examination into the insurance programs was the 
enactment of Public Law 23, 82d Congress, which provided a $10,000 automatic 
death-indemnity program for all persons in military or naval service, such sum 
being paid out in monthly installments with 214-percent interest for 10 years, 
thus making a monthly installment of $92.94. The total paid out in 10 years 
under this program would be $11,148 per death case. The new law (Public Law 

23) did not impair any then existing rights under insurance policies. It per 
mitted the insureds to continue their policies in force on either a premium-paying 
basis or under a waiver of premium during active service and for 120 days after 
discharge. However, if the insured chose to keep his insurance in force on a 
premium-paying or waiver basis, the $10,000 death indemnity was reduced by 
$1,000 for each $1,000 of insurance in force. Thus, the indemnity would be paid 
off in a lesser amount if insurance was paid. The principle applied in this in- 
stance was that the Government had provided a life-insurance program up to 
$10,000 for all service personnel. However, due to the lack of full participation 
in the program, especially by some of those with the greatest need, the Govern- 
ment closed this gap by guaranteeing a full $10,000 indemnity which was reduced 
by any insurance the service personnel chose to keep in force. Thus the indem- 
nity was not additive, but was a means of assuring the payment of a full $10,000 
to the designated survivors. 

The primary defects in Public Law 23, and some of these are serious from the 
viewpoint of both the survivors and the taxpayers, are summarized as follows: 

(1) The monthly payment of $9.29 per thousand (maximum of $92.90) con 
tinued for precisely 10 years. This arrangement is distinctly not advantageous 
to the beneficiaries. For example, a widow with 2 children aged 2 and 4 would 
have the indemnity payment cease when the children are aged 12 and 14. Thus 
this element of income would terminate prior to age 18 and during the remaining 
years preceding age 18 the widow would lose an important element of income 

(2) Conversely, the indemnity payments may be made at the election of the 
serviceman, to persons who are not dependent upon him, such as a brother, sister, 
or parent. These payments should have been made to these classes of bene 
ficiaries only in cases where these persons were in fact dependent upon the 
serviceman, and then only for such length of time as those survivors were still 
in a dependency status. It is significant to note that the Kaplan Committee 
report states (p. 48, table 32) that out of 7,750 total deaths there were 4,473 
involving men who were not married. This indicates that 57 percent of the 
indemnity payments are being paid to parents, brothers, and sisters. It is recog- 
nized, of course, that most of the payments in this 57-percent group are being 
made to persons who were not dependent upon the serviceman. There is serious 
doubt that the Government has any obligation to be making these free-indemnity 
payments to this group of beneficiaries (parents, brothers, sisters) unless they 
were and continue to be dependent in fact on the deceased serviceman. 

The Kaplan Committee report recommends that, with respect to future mili- 
tary deaths, there be eliminated the indemnity plan (pt. I, Public Law 23) and 
the present compensation system (both administered by VA), but, of course, 
recommends no disturbance of payments being made under claims arising prior 
to enactment of any new plan. However, there was not found any evidence that 
the Kaplan Committee made any recommendations regarding offset to existing 
provisions under insurance policies still in force or hereafter retained in force. 
The principle of offset was applied to the indemnity program under Public Law 
23 and should be applied under any proposed new legislation. Public Law 23 
provided free indemnity payments of $9.29 per month per $1,000 for 10 years, 
but also it required a reduction of the indemnity payments of $9.29 per month 
for each $1,000 of insurance in force at time of death. 

It must be recognized that the insurance policies are contracts, and there- 
fore must be honored as long as the insured chooses to keep the insurance 
in force. Conversely, it is most important to recognize that: (1) any other 
payments made by the Government to survivors are made on the basis of a 
moral rather than a legal obligation and therefore are controllable by the 
Congress, and (2) during World War II about 90 percent of the deaths were 
determined to be extra hazard deaths and the Federal Government appropri- 
ated from the general funds of the Treasury for credit to the insurance funds 
approximately $4,400 million. Thus the Government did finance most of the 
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deaths covered by insurance in the military service, as well as deaths arising 
after discharge from service, when such deaths are traceable to injuries or 
disease arising while in the service. Accordingly, it is essential that the Gov- 
ernment through the enactment of any new legislation, frame any new laws 
in such manner that the Government will not pay a dual benefit through a 
compensation or indenmity system, coupled with social security, and at the 
same time pay for insurance. The remedy is to appropriately reduce the 
Government compensation or indemnity payment by the amount of any insur- 
ance payments. 

The proposed survivors bill title III, section 301 (p. C—444 et al.) deals with 
certain amendments to the Government life-insurance laws. This is a most 
complex problem, and must be considered with utmost care in order to avoid 
impairing any contract rights now enjoyed by the insureds. Without develop 
ing the details because of lack of time to make a thorough review, it does ap- 
pear that enactment of the proposed bill would impair existing contract rights. 
For example (p. C—446) the insured who does not convert within 1 year after 
enactment of the proposed bill, would have his insurance suspended, and no 
benefits would be paid during the suspension period. This would appear to 
constitute a breach of contract, as it terminates without consent of the insured 
his survivor rights under the insurance policy. 

It appears that no action should be knowingly taken that impairs any con- 
tract rights. However, it does appear feasible to obtain the advantage of 
a policy suspension, provided the insured makes such an election in writing. 
Accordingly, it appears desirable to amend the insurance acts in certain re- 
spects, if: (1) the service personnel are to be construed as fully and currently 
insured under the Social Security Act, and (2) a service compensation is to 
be provided. Assuming these latter two legislative changes, then the service 
compensation should be reduced by the amount of any insurance in effect on a 
premium paying or waiver basis, thus applying the offset principle contained 
in Public Law 23, 82d Congress. However, it may be advisable also to make 
it possible for am insured who is in the service to request in writing the suspen- 
sion of his insurance policy while in service and during the first 120 days after 
discharge, accompanied by the privilege of picking up that insurance during that 
120 days. Such privilege could then apply to both term and permanent plan 
insurance. If death occurred in the service while the insurance was in sus- 
pension status, based on his written request, then no claim could be filed for 
insurance benefits, but the regular benefits would be paid his survivors under 
the social-security program and the compensation or indemnity programs. 

Unless the beneficiary elects the option proposed in the next paragraph any 
insurance that would be in force under either a premium paying or a waiver 
basis, should serve to reduce the service compensation payment each month 
by $9.29 for each $1,000 of insurance in force, until 120 installments of $9.29 
had been deducted from the service compensation. Thus, during the first 10 
years the survivors would receive the insurance proceeds, plus service compen- 
sation on a reduced basis. After 10 years the full service compensation rate 
would be restored. Under this arrangement the contract rights would not 
be impaired and yet an adequate survivor benefit would be paid each month. 

Another legislative change which should be considered is to give the survivor 
beneficiary, (when the beneficiary under the policy and the compensation pro- 
gram are the same) the option to (1) waive any claim under a term policy, or 
(2) take the cash surrender value of a permanent plan policy, and in exchange 
begin receiving the full service compensation payment each month in lieu of a 
reduction of $9.29 per month for 120 months per $1,000 insurance in force. This 
latter option would be available to the survivors of (1) military personnel, and 
(2) veterans whose deaths are directly traceable to military service. Of course 
beneficiaries who choose to receive the full insurance proceeds could do so but 
there would be a reduction in the monthly payment for service compensation. 
The principle of insurance offset against service compensation payments under 
the new program would apply to survivor service compensation payments for 
death arising while the serviceman was in service and would apply to veteran 
deaths outside the service where the death is definitely traceable to service 
connection. 

Public Law 23 made provision for servicemen leaving the service to purchase 
nonparticipating term insurance during the first 120 days after discharge. This 
insurance is being made available to men leaving the service who have not suf- 
fered any impairment of their insurability while in the service. The continua- 
tion of this program should be carefully reviewed, as there appears to be no 
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reason Why the Government should continue its activity in this field which should 
be handled exclusively by the commercial insurance companies. Furthermore, 
the continuation of such a provision adds to the cost of Government, since the 
administrative expenses are borne by the general taxpayer. This program, au- 
thorized by section 10 of Public Law 23 (sec. 621 of NSLI Act) should be re- 
pealed. However, the Government should grant insurance to men whose insura- 
bility has been impaired due to military service. This can be accomplished by 
retaining in effect section 620 of the NSLI Act of 1940 (see sec. 10 of Public 
Law 23), which does protect insurability. It is wholly unnecessary to offer life 
insurance to men leaving the military service whose insurability has not been 
impaired. 

Our views on the interrelationship of Government life insurance to the pro- 
posed service compensation system are briefly summarized as follows: 

(1) Any changes in law should not impair existing insurance contract rights 

(2) Since the Federal Government is a substantial underwriter of the Gov 
ernment life-insurance programs both as to extra-hazard losses and adminis- 
trative expenses, and based on the precedent set in Public Law 23, any new service 
compensation system should reflect a reduction of $9.29 per month or other 
appropriate amount, for each $1,000 of insurance in force at time of death. Fur 
ther, provision should be made to waive rights under insurance settlements in 
exchange for immediate payments under the service compensation plan. 

(3) The present provisions of law regarding waiver of insurance premiums 
while in service and for 120 days thereafter should remain in effect, with the 
added option to servicemen that they may suspend their insurance while in the 
service, thus suspending insurance benefits and taking full advantage of the 
service compensation beneiits. 

(4) The insurability of a serviceman should be protected up to $10,000, thus 
permitting a veteran whose insurability has been impaired by military service to 
purchase Government life insurance under conditions similar to that expressed 
in section 620 of the NSLI Act, as amended (sec. 10, Public Law 23). 

(5) The present law (sec. 621 of NSLI Act) section 10 of Public Law 23 per- 
mitting all men discharged from service to buy Government insurance during 
the first 120 days after discharge, should be repealed effective with the effective 
date of the new service compensation program. 


SECTION 3. FEDERAL EMPLOYEE COMPENSATION SURVIVOR BENEFITS 


The Federal Employees Compensation Act, applicable to certain reservists, 
provides for benefits to unremarried widows, children, and other beneficiaries 
of the decedent. The benefit for a widow is equal to 45 percent of the member’s 
pay and allowances; for a widow and 1 child, the benefit is 55 percent with 15 
percent additional for each additional child up to 75 percent. These benefits are 
not paid concurrently with the less liberal veterans’ compensation payments but 
are in addition to the social-security benefits, the 6 months’ death gratuity and 
the servicemen’s indemnity payments. 

The application of FECA to certain reservists and the incident of the Korean 
conflict, which was not legally a “state of war,” provided many reservists on 
active duty with survivor benefits more liberal than those provided for members 
of the National Guard, other reservists, regulars, and members of the Army and 
Air Force without component. For example, a childless widow of an Army 
reservists may receive FECA benefits of as much as $525 a month for life 
plus $92.90 for the first 10 years for a total of $617.90; then $525 per month 
until age 65 after which she would receive $81.40 social security or a total of 
$606.40 per month. However, a similarly situated widow without dependent 
children not entitled to FECA benefits is entitled to only $179.90 a month for the 
first 10 years, then $87 until age 65, after which she is entitled to $168.40 a 
month, including veterans’ compensation and social security. 

The Federal Employees Compensation Act was made applicable to military 
reservists because reservists on training duty in peacetime then were regarded as 
essentially civilians and as such not entitled to the benefits provided by law for 
military personnel. Today legislation is in effect which assimilates the reservists 
to the benefits provided for regulars. Thus, the basis for making the FECA 
Act applicable to reservists now has disappeared. In view thereof and of the 
proposed readjustment of survivor benefits and particularly for the sake of 
uniformity of treatment of service personnel, the provisions of law extending 
FECA benefits to reservists should be repealed. 
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In view of the apparent inequality of treatment of members of the National 
Guard and of the Army and Air Force without component compared with Army 
and Air Force reservists respecting Federal Employees’ Compensation Act 
benefits, a bill (S. 3346, 83d Cong.) was introduced to eliminate the apparent 
inequality of benefits between such members of the services. While such bill 
would not apply to regulars, the sponsor of the bill indicated his hope that in 
studying the bill the Committee on Armed Services would consider extending its 
benefits to the regulars. Since such peacetime benefits would then exceed wartime 
benetits, if such proposal were adopted, doubtless the next step would be to ex- 
tend FECA benetits to wartime, or wartime benefits would be commensurately 
increased, thereby imposing upon the Government additional liabilities of bil- 
lions of dollars. It is clear that the proper way to eliminate the existing in- 
equality of benefits is to repeal the provisions of law extending FECA benefits 
to certain reservists. 

The Kaplan Committee likewise recommends the elimination of FECA bene- 
fits for reservists coincident with the adoption of a new overall uniform sur- 
vivor benefit program. 

The proposed bill to implement the recommendations of the Kaplan Com- 
mittee, proposes to eliminate survivors benefits under the FECA but continue in 
effect the eligibility of the member to receive such benefits for injuries received 
in time of peace. Since present existing legislation covers the entire field of 
peacetime disability benefits for reservists, this proposal in the bill seems to 
have no merit. 


SECTION 4. LUMP-SUM DEATH GRATUITY FOR ACTIVE PERSON NEL 


Under present law a death gratuity equal to 6 months’ pay is paid to the sur- 
vivors of military personnel. This program was inaugurated in 1908 and un- 
doubtedly represented the first attempt to assist the survivors of deceased military 
personnel to make the economic change from military to civilian life. The value 
of this benefit presently varies from $468 for a widow of a recruit to $6,857 for the 
widow of a general on flight pay with 30 years of service. 

The Kaplan report recognized the payment of a lump-sum death benefit to 
survivors ($255 maximum) if social security is extended to the military and, 
based upon the conclusion that under the present 6 months pay gratuity the 
minimum amount paid is insufficient and the maximum amount so paid excessive, 
proposes a payment ranging from a minimum of $1,200 to a maximum of $3,000. 

If social security is extended to the military and the proposed service compen- 
sation payment enacted, thus guaranteeing to survivors an amount that the 
Congress shall determine appropriate for their upkeep, the financial future of 
such survivors would seem’ assured leaving to any cash gratuity payment the 
purpose only of tiding the family over until benefit payments shall commence, 
and some element of readjustment. What this sum should be, in the light of the 
proposed benefit programs, should be given careful consideration by the com- 
mittee. It must be understood that the group here involved, persons who die 
in the active service, presently are and will continue to be entitled to have all 
expenses connected with burial, including travel of the family and transportation 
of their household effects to their home, paid by the Government. Recognizing 
this facet and the monthly benefits which will immediately become payable for 
the family’s upkeep, as well as the fact that under the Social Security Act a 
lump-sum payment at time of death is payable, it is suggested that consideration 
be given as to whether at this time any lump-sum payment to be made at time 
of death should not be reduced to a more nominal amount. To be uniform in all 
eases, and based on the Kaplan report findings that $1,200 represents an appro- 
priate sum in the majority of cases (75 percent based on actual 1948 deaths), it is 
suggested that a payment of $1,200 which would be in addition to the amount 
paid by social security might well be considered sufficient for all cases. Regard- 
less of any consideraticn which might be given to adjusting the amounts, it is 
recommended strongly that the amount be fixed either in one amount uniform for 
all or in fixed amounts based upon pay grade. 


SECTION 5. GOVERNMENT’S LIABILITY FOR THE $160 WAGE CREDITS 


The present law provides a $160 wage credit to each serviceman for each 
month in the military service for the period between September 16, 1940, and 
June 30, 1955. This credit, plus credits he earns in nonmilitary employment 
are combined in the determination of survivor or retirement benefits, except that 
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such $160 eredits are not used in determining social-security retirement if the 
same months were used in determining military retirement pay. 

It is noted that reference is made in the Kaplan Committee report (p. 2) to an 
estimated cost to the fund for these credits of about three-fourth billion dollars. 
No effort has been made to determine the basis on which this sum was estimated, 
nor have any conclusions been reached as to the basis for estimating the amount 
involved. 

The social-security system is based in part on the principle of life insurance. 
Such insurance principle involves the payment of premiums by a group of in- 
sureds over their lifetime into a fund from which claims are paid to survivors at 
the time of death. This is a sound principle and attempts to carry out the idea 
that under the social-security system during the working years of an employee 
he contributes to the OASI trust fund, and in turn receives what amounts to an 
annuity for himself or his survivors. This approach in the financing of the 
social-security program carries out in substantial measure the idea of “pay as 
you go” by relating contributions to the liability being created, rather than follow 
the principle of merely contributing each year the approximate amount paid out 
each year. 

Based on this approach to financing, which is the current general approach 
to financing the social-security program, it appears appropriate to have a deter- 
mination made by the Department of Health, Education, and Welfare regarding 
the approximate cost to the fund during the period 1940 to 1955, as a result of 
the free credits of $160 per month. It appears, on the surface at least, that such 
liability might possibly be calculated the same as it would have been calculated 
if such $160 credit had been the earnings of the man while in civilian covered 
employment. If that were done, then the combined tax rate for employers and 
employees, applied to the total man-months of service multiplied by $160 would 
result in the amount that should be appropriated by the Congress to transfer to 
the social-security trust fund. It also may be considered advisable to spread 
this appropriation over a period of 5 or more years, so as not to upset materially 
the budget balance of any 1 year. 


SECTION 6. NON-SERVICE-CON NECTED PENSIONS 


Survivors (current) 

Currently the survivors of veterans of World War I who die as a result of 
non-service-connected causes are entitled to a $150 burial allowance subject to 
a showing of actual expenses, and to a veteran’s pension (non-service-connected ), 
the amount based upon a surviving widow and children under age 18. The 
monthly rate to a widow is $50.40, a widow and one child $63, and $7.56 for 
each additional child. The pension payable is conditioned upon the survivors 
not receiving income from other sources in excess of $1,400 per annum for a 
widow and $2,700 per annum for a widow and children. 


Veterans (current) 

Under currently existing legislation veterans of World War I and II and 
Korea who become totally and permanently disabled are entitled to payment 
of a non-service-connected pension provided income limitations are met. The 
amount of this pension is $66.15 per month. When the payment has been made 
for 10 years, or the veteran reaches age 65, the rate changes to $78.75 per month. 
A further payment of $135.45 is also made in these instances where the services 
of an aid or nurse are required. 

Proposed bill 

Insofar as the Kaplan Committee report (pt. 2) and the proposed bill imple- 
menting the report are concerned, no treatment is accorded the veterans’ pension 
(non-service-connected) program since the report and bill are restricted to bene- 
fits payable to survivors of members who die in the military service. 


Observations and views 

It is recognized that the Government has an obligation to meet in connection 
with providing monetary benefits to survivors of members who die from service- 
connected causes. The veterans’ pension program (non-service-connected) pro- 
viding coverage to the eligible survivors of veterans and to living veterans was 
inaucurated long before the social-security system which generally established 
in 1987 the first comprehensive retirement and survivor system for the general 
working force. The social-security system, since its inception, has been con- 
siderably liberalized with respect to both coverage and size of benefit payment 
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to retired annuitants and surviving widows and children. However, this new 
coverage or protection was superimposed upon the veterans’ pension program, 
thus permitting a veteran or his survivors to draw dual benefits. 

It is most important that the select committee review this problem of non- 
service-connected pensions—free in character—no relationship to injury or 
disease in service. At present there are 3,300,000 World War I veterans living. 
Most of these men who reach age 65 will receive $78.75 a month from the 
Government in addition to a maximum of $108.50 monthly from social security. 
Furthermore, those men who do not survive their wives, are leaving a monthly 
pension of $50.40 to their widows in addition to whatever social-security benefits 
the widow will be entitled to at age 65. 

The cost of this program is steadily climbing. It rose from about $400 million 
in fiscal year 1952 to $590 million in 1954 with about 250,000 beneficiaries 
currently on the rolls. <A serious question seems to exist as to whether at this 
point in national history, when social security is becoming more universal and 
the monthly benefits larger, it is proper to assess the general taxpayer $600 
million or more annually to pay that sum to a limited group of citizens who have 
no service-connected disability or disease. 

The import of the veterans’ pension program on the future has been the subject 
of a rather extensive review by House Appropriations Committee during the early 
months of 1953. The investigative report on this matter is to be found in the 
hearings on the second independent offices appropriation for 1954, part I, pages 
784-S02, inclusive. 

It is believed that consideration should be given to the possibility of curtailing 
the present pension program with respect to future entrants. The pension 
program could be curtailed by either (1) reducing the amount of pension payable 
by the Veterans’ Administration by the amount of social-security benefits payable, 
or (2) establishing an appropriate monetary ceiling for the combined social- 
security and Veterans’ Administration pension payments. Page 787 of the House 
hearings noted above suggested the following monthly ceiling: 


Living veteran ; ; $100 
Widow, no child_____-_- Py EE i | oe et a J 75 
Widow, 1 child a 2 ee ahs ee hae ee ene ae 


SECTION 7. SOCIAL-SECURITY BENEFITS FOR RETIRED MILITARY PERSONNEI 


As proposed by the Kaplan report and in the bill proposed by the Department 
of Defense, the retirement provisions flowing from the extension of social security 
to the Defense Establishment would be completely additive to the present 
military retirement benefits. 

While the serviceman would be contributing to this portion of his retirement 
program, thus giving some basis for making the social-security benefits additive, 
it is believed that an overall examination of the current noncontributory benefit 
of retired pay now provided and those to be provided from social security, when 
compared with other comparable programs such as the Federal civilian-retire- 
ment program, provide ample evidence that the total benefits would be excessive 
and out of line with the Federal civilian program, as well as being out of line 
with most non-Federal civilian programs. 

For purposes of illustration, there is attached a table setting forth the retire- 
ment benefits presently payable to both civilian and military personnel, and 
the amount payable under the social-security legislation to the military and 
that which has been proposed by the Kaplan Committee if and when social 
security is extended to the civilian employees of the Government. 

Presently, a civilian Government employee with 30 years’ service who con- 
tributes to the retirement fund receives in retirement an amount equal to 
approximately 45 to 52 percent of his active-duty pay, whereas a member of the 
military with 30 years’ active-duty service for no contribution receives an amount 
equal to approximately 75 percent of his active-duty base pay or approximately 
4 percent to 61 percent of his normal active-duty pay (base pay plus rental 
and subsistence allowances). (See table 4.) Applying the amounts which would 
be payable under the Kaplan Committee proposal to the members of the mili- 
tary to those presently received discloses that the member would receive in 
retirement approximately 86 percent to 135 percent of his active-duty base pay, 
or 69 percent to 79 percent of his normal active-duty pay (base pay plus rental 
and subsistence allowances). It is interesting to note that notwithstanding the 
civilian-retirement program is on a contributory basis the Kaplan Committee 
in its proposal for extending social-security coverage to such employees does 
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not propose that the benefits derived therefrom shall be completely additive 
To the contrary and unlike the Kaplan Committee recommendation for members 
of the military, only slight increase of retirement benefits is suggested. Under 
the Kaplan Committee proposal, civilian employees would receive approximately 
49 percent to 63 percent of their active-duty compensation 

At the outset, it is believed that a serious question exists as to whether under 
any retirement program benefits should be provided comparable to a person's 
working wages, Certainly retirement benefits—as distinguished from survivor 
benefits—should not normally equal or exceed the amount a person received while 
actively working. 

There would seem to be serious doubt as to the need in retirement of funds 
comparable to those received while actively employed. Presumably, a person 
reaching retirement age has advanced beyond the period of need for high income, 
generally he has raised his family, his home is paid for, he has had the oppor- 
tunity to accumulate some savings, and thus normally would be in a position 
of providing a comforatable living on substantially less than he received when 
actively employed. Furthermore, the retired regular military member continues 
to be eligible for medical and dental care and other privileges. 

The General Accounting Office is fully in accord with the extension of social 
security to the military on a contributory basis, However, it is believed that 
under present-day retired pay levels, such social-security benefits should not be 
additive to existing retirement benefits. Rather, it is strongly recommended 
that upon the extension of social-security retirement benefits, the legislation 
appropriately provide for a reduction in monthly military retired pay equal to the 
amount by which the monthly social-security benefit payment is greater due to 
the military service being included as covered employment. A serviceman retir- 
ing before becoming eligible for social-security retirement would continue to 
receive the present military retirement pay which would be subject to recompu- 
tation at time of becoming eligible for social-security retirement. This, of course, 
would not affect the benefits of such personnel who enter nonmilitary covered 
employment which employment would enable them to become eligible for addi- 
tional social-security retirement, provided the other requirements were met, 
without reducing their military retirement for that portion of the social-security 
benefit payment. 


SECTION 8&8. COMMENTS ON ENCLOSURE RELATING TO SOCIAL SECURITY 


Comments and recommendations on the enclosure relating to social security 
are identified below by item number. 

Items 1, 1(a), 1 (b), 3 (a), and 3 (b) are inquiries which require specific 
replies by the Department of Health, Education, and Welfare, and as such, do 
not lend themselves to comment by this Office. 

Items 2 and 2 (a). Currently, military payrolls are prepared by each base or 
installation for the net amounts payable: income tax and all other pay deduc- 
tions are in effect withheld at these points. It would, therefore, be most appro- 
priate for the services to withhold the servicemen’s 2-percent contribution to the 
OASI trust fund in the same manner. The remittance of the 2 percent withheld, 
together with the additional employer or Government 2-percent contribution, 
could be forwarded to the collector of internal revenue by the finance centers 
of the services simultaneously with the income-tax withholdings in accordance 
with present procedures. 

Item 2 (b). Consistent with the item next above, it is recommended that 
each payroll point within each service independently deduct the contributions 
from its service personnel and the finance centers of the respective services 
remit such amounts together with the Government contribution and the income 
tax withheld. Under this proposal the employer or Government 2-percent con- 
tribution should be expended from the respective pay appropriation of each 
service. This method is considered preferable to a Central Government con- 
tribution for all military personnel by the Department of Defense since the 
latter would require the compilation, submission, and consolidation of a number 
of reports for this purpose. 

Item 2 (c). It is the opinion of this Office that the employer contribution 
should come from the pay appropriation of the respective service, thereby 
relating the employer contribution for social-security coverage to the same 
appropriation as is used to pay the serviceman. This employer contribution 
is in fact additional compensation that provides the serviceman with supple- 
mentary benefits. 


55873—55——_18 
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Item 3. The administrative burden upon the military could be kept at the 
absolute minimum if wages were reported annually instead of quarterly. How- 
ever, this method could be employed only if the Department of Health, Educa- 
tion, and Welfare were authorized to adopt the principle of annual wage 
reporting for industry as a whole. The application of this principle would 
first require amendatory legislation which would permit the computation of 
benefits on the basis of years of coverage, instead of quarters of coverage, 
except in those relatively few cases where the elimination of quarters would 
penalize the beneficiary; an optional method of computation could be provided 
to overcome this disadvantage. There are good precedents for this proposal. 
Under the present Social Security Act, as amended, self-employed persons, 
including partnerships, report their wages on an annual basis. Also, the retire- 
ment and survivor benefits under the Railroad Retirement Act are computed 
on the basis of years of service (not quarters). The railroad industry currently 
prepares over 40 percent of its wage reports on an annual basis, the balance are 
still submitted quarterly. 

Item 4. To the extent that social-security OASI benefits are not based on 
wages other than military wages, it is recommended that the monthly amount 
of the military retirement benefit be reduced by that portion of the monthly 
amount payable from the OASI trust fund due to military credit. This subject 
is treated at greater length in another section of this analysis. 
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Mr. Bates. This has been an excellent report and certainly is in- 
dicative of the tremendous amount of time and effort you put into 
it in this short period of time that counsel indicated, and we are 
certainly grateful to you and the General Accounting Office. 

Mr. Eckert. We appreciate it. As I mentioned, this is an area 
which we have long had under consideration and felt needed attention. 
We could have used more time. I mean you could work on these 
things constantly to good advantage. 

Mr. Carnes. By the same token, all of the agencies did a magnificent 
job. 

Mr. Bares. Yes, and the chairman and the full committee are very 
appreciative of the effort that was put in by all of the agencies in the 
short time that has been given to them. 

Mr. Eckert, generally speaking, although I realize there are excep- 
tions in the various Government programs, particularly in the civilian 
programs, you do have offsets where time permitted for one purpose 
is deducted where you have the possibility of using it under two pro- 
grams? Specifically, if you are entitled to be ne fits under two differ- 
ent programs, say a person had 10 or 15 years’ service, you could not 
count that time for both programs, generally speaking ? 

Mr. Eckert. That is right. 

Mr. Bares. Is not that the general situation so far as the overall 
programs are concerned, that the time you count one place you cannot 
count somewhere else? 

Mr. Ecxerr. Are you speaking now about the military retirement 
feature we have discussed ? 

Mr. Bares. Yes. 

Mr. Eckert. I think to some that would be a problem. Of course 
here you have a unique situation in that the military man—while I 
hesitate to use the word “gratuity”—has a noncontributory retirement 
system today. So I do not know that you have overlap ping time under 
social security. The military in fact, as envisioned in the Kaplan 
report, would actually put up their 2 percent and the Government, 
of course, would contribute another 2 percent. I think possibly that 
would distinguish it from the type of situation you have discussed, 
So since the military retirement is a noncontributory system and since 
percentagewise it presently exceeds civil service and, generally speak- 
ing, industrial retirement then the Government in presenting this new 
program which would incorporate social security should, at the same 
time, take another look at the amount it is paying through this noncon- 
tributory system and adjust that to a level which, in our opinion, 
today is not too far off, or is still a little higher than the civilian or 
general industrial retirement systems. 

Mr. Bares. The only thing I am trying to establish is that under 
certain circumstances you have your choice of one or the other but 
not in both programs for the same time put in the Government service. 

Mr. Ecxerr. That is true as a general proposition. 

Mr. Bates. So it would not be unusual to accept the recommenda- 
tions which you suggest here where you do have offsets and give 
credits for certain things, but would not be applicable for two pur- 
poses simultaneously. 

Mr. Eckert. I think that would be logical. 

Mr. Bates. Are you suggesting here that this fixed amount be one 
standard amount so far as the death gratuity is concerned / 
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Mr. Ecxerr. That would be our recommendation. We have had 
some difficulty with the recommendations in the Kaplan report on the 
6 months’ death gratuity. I believe the record will show that approxi- 
mately 75 percent of the gratuity payments would fall within about 
the class of $1,200. In other words, your large area would be in the 
group, even under the graduated scale, which would receive up to 
$1,200 so actually, as I think Kaplan concedes here, you would be 
increasing the overall cost of the gratuity by raising the base from 
$468 to $1.200. Even though he brings down the top level, I think 
he concedes there would be additional cost by increasing it to $1,200, 
because you are increasing it in the low grades. 

We have this thought on the 6 months’ death gratuity. Our ap- 
proach, as you visualize undoubtedly from the report, assumes that 
Congress will approve a survivor benefit which has been determined 
based upon adequate protection to survivors and will set a maximum. 
L think that is the approach of the Kaplan Committee. It is done 
ona graduated scale. I believe the end result of the Kaplan Commit- 
tee report was to get to the survivor the money that the survivor was 
presumed to need, and it was our thought, so far as the 6 months’ death 
gratuity is concerned, if that is done and if those payments are 
promptly made to the widows and children, Congress might well take 
a look at the 6 months’ death gratuity to see whether the beneficiaries 
would need a substantial payment or a mere nominal sum at that time. 
In the military presently, where there is an in-service death, I think 
generally speaking the burial expenses are taken care of; the family 
18 shipped home, the household goods are transferred home. Consid- 
ering those payments which you pick up and considering ge is being 
adequately paid, we think the 6 months’ death gratuity, or lump-sum 
payment, if necessary—might be a more nominal amount. 

Under the social-security program I think you pay up to $255 which, 
of course, would be in addition to anything that would be given as a 
6 months’ death gratuity. 

Mr. Bares. I have just one other comment I want to make at this 
time, that is in regard to your statement on page 5 where you say: 

It is felt that upon the application of social-security benefits to the armed 
services, provision should be made to adjust the present military retired pay 
by the amount of social-security benefit which is attributable to military service 

That raises several problems, one having to do with retired pay in 
general, over which I presume we have no jurisdiction. Then the 
second is that Captain Hoyt testified they wanted the optional Retire- 
ment Act with the benefits accruing thereunder to continue in addition 
to the other program. 

Mr. Eckert. Of course I would have no quarrel with the Depend- 
ency Option Act. Our position is what amount in the final analysis 
you want the man to receive on retirement. If I may refer to the 
table and identify a couple of positions on table 4, in the third line 
under “Civil Service Retirement” you see a grade 5 receiving pay of 
$346.66. Under the proposal of Kaplan, if you adapt social security 
to civil service, he would receive $211.70, which is 61 percent of his 
active-duty pay. 

If we find a corresponding man in the service, we will look at E 5 
He receives $236.96 base pay, but adding rent and subsistence we have 
assumed that normally would be $350.06. That compares to the $346 
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man as close as we could get. He would receive $263.42 under the 
Kaplan plan which would be a combination of social sec urity and mili- 
tary retired pay. That, compared to his 75 percent today of base pay 
is 111 percent of base pay and is 75.2 percent of what we have indi- 
cated as normal active-duty pay. We are comparing there $263 for 
that man to the $211 for the civil-service man and, percentagewise, it 
would be 75.2 percent to 61 percent. 

It is interesting to note there that the Kaplan report on the civil- 
service people and civilian employees of the Government did not 
suggest the retirement benefits of social security be added to the 
present system; he readjusted the benefits. 

Mr. Carnes. He suggested an offset of civil service. 

Mr. Eckert. Right. I think in the end result there is an increase. 

Mr. Carnes. There is a variation there which it is proposed to 
off set. 

Mr. Eckert. There is a variation, but generally speaking, it is 
off set. But in the military service he said it shall be additive. 

It is our position we certainly think Congress should consider 
whether these additive benefits of social security should be added to 
the present retirement system of the military. Do not forget, too, in 
addition to these problems, that the military man after retirement 
gets medical care and many other benefits that the civilian or indus- 
trial employee of the country does not get. 

Mr. Harpy. I would like to explore that just a little further, this 
approach to retirement pay in combination with social security. 

The retirement pay in the military, while it is not contributory, at 
least in theory represents a contribution made by the serviceman in 
that the pay bill allegedly took into consideration the retirement 
benefits when it fixed the pay scales. So while it is not contributory 
in a direct sense, it was intended to reflect a comparability with 
civilian employment, including your retirement features as a part of 
the compensation. I think you recognize that. 

Mr. Eckert. Yes. I lave no hesitanc y in saying, and I think I 
tried to make the record clear that I was not saying it is free retire- 
ment. It is noncontributory. I do not question that it is properly 
part of the compensation. We get to this point only: We think there 
iS some serious question that there is a point beyond which retirement 
benefits should not go. In other words, when you approach—and I 
am not going to put my finger on a percentage, but when you ap- 
proach the position of paying the same benefit after retirement as 
you would pay the man while actively engaged in work, then I think 
probably the system is off. 

Mr. Harpy. The thing I was leading up to is this: Under Kap- 
lan’s proposal, or under existing law, there is social-security coverage 
at the same time as you have retirement accumulation, and, if I un- 
derstand your thinking here correctly, you propose that in retirement 
there be no duplication of social-security retirement pay at the same 
time, covering the same years in military service that built up the 
military retirement pay Is that correct? 

Mr. Ecxerr. That is absolutely correct. We have no quarrel with 
the position if a man goes out of service and gets a job in private 
employment, he is entitled to whatever he earns. 
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Mr. Harpy. We are talking there about retirement pay, which is 
a little beyond the scope of this committee, but I think we have to 
discuss it a little in order to get the picture straight. 

What is your thinking in connection with survivors benefits under 
scoial security? I am thinking of children particularly and the 
widow above age of 65—social-security survivor benefits to the sur- 
vivors of a retired military person. Was it your intention that those 
would not be in addition to the settlement option under the retirement 
program ? 

Mr. Eckert. No. I do not think our proposal would have any 
effect on survivor benefits. 

Mr. Harpy. Your proposal would be that survivor benefits under 
social security would be cumulative ? 

Mr. Eckert. Yes, most definitely. Our single proposal with respect 
to this area, if I may put it ina few words, is, roughtly, that the mili- 

tary men receive 75 percent of their base pay for retired pay which, 
percentagewise, is comparable and even a little higher, generally, than 
civilian or industrial retired pay, and we think that position probably 
is sufficient and should be maintained even after the addition of social 
security. In other words, the combined social security and military 
retirement pay should be geared approximately to the same ratio as 
today. 

Mr. Harpy. One thing I was trying to distinguish was the retire- 
ment benefits under social security as contrasted with survivor benefits 
under social security. 

Mr. Ecxerr. We have no quarrel with survivor benefits at all. We 
feel that should go on. I think there is a substantial benefit there and 

roperly so. I do not know how you would compare that; I do not 
ae that we have compared it; but today the man in the civil side 
of the Government would probably have to serve some 20 years before 
his wife would get enough to amount to anything. 

Mr. Bates. Now you are getting into the area I tried to develop a 
little earlier, the question of the same time serving the purpose for 
regular retirement and OASI coverage that Mr. Hardy indicated a 
while ago. If you would eliminate these benefits for retirement pur- 
poses, two things can happen. First of all, their retirement in effect 
would become higher, because they would have this OASI contribution 
which they do not have at the present time. 

Mr. Eckert. Correct. 

Mr. Bares. Therefore, perhaps in taking advantage of the Optional 
Retirement Act to some degree and making the same contribution as 
they are at present, in effect the actual retirement would be higher 
than it is at the moment. In other words, they can contribute 50 or 
25 percent to the retirement fund, so their survivors would get more 
after they die. 

Mr. Eckert. That is correct. 

Mr. Bates. Which would lead to one other question: Then, if they 
are to be denied these benefits under retirement, we get back to the 
discussion we had the other day of how much is going to be deducted. 
Now if they are going to be deprived of the OASI coverage for retire- 
ment purposes before they die, then that would be a good reason why 
you could reduce the tax from 2 percent, say, down to 1 percent, be- 
cause they are not in fact getting the benefit, which would have a real 
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effect upon the rates and justification for the ratio of contribution on 
the part of the individual, at least on the part of the Government. 

Mr. Eckert. I think that is true. On the other hand, | think you 
have this situation: Certainly we would advocate the extension of 
social security to the military and believe that should be the basic 
theory. 

Mr. Bates. But you would not consider it would be fair for them to 
contribute 2 percent like everyone else and, by the same token, not get 
the advantage of that on retirement ‘ 

Mr. Ecxerr. Yes, 1 would. Let me say that Congress could, in 
enacting this legislation, say the military shall have the retirement 
benefits of social security up to the percent they pay and still reduce 
other retirement provisions, noncontributory retirement provisions, 
of the military by 5 percent, or 2 percent, or whatever was necessary 
to bring it down. 

Mr. Carnes. There are quite a few commercial and industrial com- 
panies today where their retirement benefits are reduced because of 
the company’s contribution to social security. Is not that right? 

Mr. Ecxert. I think so. 

Mr. Carnes. I know for a fact that the American Telephone & Tele- 
graph, where they contribute as much as 2 percent, their benefits are 
reduced by one-half of its social-security contribution. 

Mr. Eckert. To take care of the employer’s contribution ? 

Mr. Carnes. To take care of the employer’s share. And if he was 
receiving $100 a month from social security and they are paying $300, 
they will only pay $250 as an offset. Is not that the same principle 
Mr. Bates suggested ¢ 

Mr. Ecxerr. Yes. 

Mr. Bares. It does not mean it is fair. We passed the social-secu- 
rity bill and increased the amount $5, so back home in the various 
States they cut down old-age assistance by the same amount. So, in 
effect, our increasing social security was made absolutely nil. 

Mr. Ecxerr. I think we have a little different problem here. I 
think these amounts are adequate. 

Mr. Harpy. Practically, you do not believe there would be much 
chance of reducing the retirement scale in the military, do you? 

Mr. Ecxerr. I do not know that I could agree to that, Mr. Hardy. 
In the bill to tie social security to the military, I would think it would 
be very appropriate to put a provision in there that their present 
existing retirement shall be adjusted so the maximum pay will be the 
amount they had paid up to date. 

Mr. Harpy. What you are doing is considering two problems, which 
we have to do 

Mr. Eckert. I think you do; yes. 

Mr. Harpy. You are considering two programs there which are a 
little outside of the concern of this committee. 

Mr. Eckert. We do get into the survivor benefits, as the chairman 
pointed out. 

Mr. Harpy. Although it brings it in, I think it might be a little 
more practical if we got to talking about options and elections to take 
social-security coverage with reduced retirement, or to continue retire- 
ment under social security. That is one of those little practical prob- 
lems that we are going to have to face. 
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Mr. Tracvcr. The retired military person is entitled to medical 
treatment. 

Mr. Eckert. Yes. 

Mr. Tracur. What about his survivors if he dies? 

Mr. Ecxerr. I do not think they have any right to medical care. 
I do know they receive it. 

Mr. Tracue. They do for some. Mr. Hughes, of the Bureau of the 
Budget, could comment and perhaps speak a little more authorita- 
tively on that, but to a limited extent I understand that they do have 
medical care for survivors where there is an Army facility nearby to 
provide them. 

Mr. Bares. And where they have the beds. 

What about the person who dies in service; what about his sur 
vivors ¢ 

Mr. Teacur. The same thing applies. 

Mr. Eckert. I do not think so. I do not believe it applies in either 
case. 

Mr. Bares. I know personally of a case where the survivors of a 
deceased military personnel did in fact get hospitalization by the 
Federal Government. 

Mr. Eckert. That may be. 

Mr. Bares. Whether or not there was entitlement, I do not know, 
but I do know they actually did get it. 

Mr. Eckert. Of course, as long as you live the family is entitled 
to treatment and even on retirement his family is entitled to treat- 
ment; but it is my recollection that there is no entitlement on the 
part of survivors when the serviceman is deceased. 

Mr. Carnes. I want to ask a question. It is estimated that to 
place the military under social security on a contributory basis will 
cost the Government approximately $215 million, if you were able 
to provide the same level of survivor benefits that social security 
would provide for the same duration of time. To divorce yourself 
from any retirement consideration at all, do you feel that survivor 
benefits that would be provided under social security could be pro- 
vided for less than $215 million? 

What I am saying is that if this committee or the Kaplan Com- 
mittee or anyone else is primarily thinking in terms of providing 
survivor benefits and not thinking in terms, also, of providing retire- 
ment benefits, then there is a question of whether survivor benefits 
at the same level could not be administered less costly to the Federal 
Government by merely providing survivor benefits rather than pro- 
viding survivor benefits and retirement benefits under social security ? 

Mr. Eckert. I think you would have to have an actuary study that 
question. 

Mr. Kean. You (Mr. Carnes) are talking about $215 million for 
the Federal Government and also talking about $215 million provided 
by the soldier who is paying the 2-percent tax; so, actually the money 
that is being paid into the Government for that purpose would be 
$430 million and not $215 million. So it probably would be possible 
to provide those benefits for as low as $215 million. 

Mr. Carnes. Mr. Myers has testified it would cost to provide the 
$160-a-month gratuitous wage credit over a remote period of time 
approximately $125 million a year, if you continue that procedure 
over the next 30 or 40 years. That was his estimate. And speaking 
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only of survivor benefits, because that calculation was based not on 
calculating retirement benefits, the question is, if you consider the 
scale paid, the level of survivor benefits under social security as 
$160 a month, almost doubling it, you still would be under your $215- 
million figure. Do I make my point clear? That is, part of that 
$215 million is definitely to neers retirement pay. 

Mr. Eckert. I think there is no question about that—old-age 
retirement. 

Mr. Carnes. So that is not really a cost of providing survivor 
benefits exclusively. 

Mr. Eckert. That is right. 

Mr. Carnes. But is the cost of providing survivor and retirement 
benefits. 

Mr. Eckert. I think there is no doubt about that. And assuming 
that the operations could be done one way or the other, you would 
certainly have a saving if there would be no retirement provision. 

Mr. Bares. That is the reason I suggested 1 percent instead of 2 
percent. 

Mr. Kean. Along that line, the head of one of the social-security 
branches looked into the proposition of providing himself with the 
same survivor benefits that social security is giving and he found 
out that getting it from a private insurance company would cost 
twice, for survivor benefits alone, what the social-security tax would 
be. That, perhaps, would indicate along that line that it would cost 
more than the $215 million, but would not cost the whole $430 million 
which is the figure I put in. 

Mr. NELSON. I think one of the questions that could be related to 
the one the Secretary inquired of us on is that these men in the service 
also want to get social security for the continuity of coverage. That 
is one of the elements being sought by putting them under social 
security, so that when they have been in for 2 years, or 4 years, and 
then go back in civilian life, they will not have that gap facing them 
in the future. 

Mr. Carnes. If the Government pays its contributions of 2 percent, 
which is roughly $215 million, only part of that can be identified as 
the cost of survivors’ benefits. 

Mr. Eckert. That is right. 

Mr. Carnes. And there are many other things in there—continuity, 
retirement benefits, and other things. 

Mr. Ecxert. Yes. 

Mr. Harpy. I can understand the need for continuity in social se- 
curity for anybody who already had social-security coverage before 
they entered the service; but has the GAO arrived at a conclusion 
that it is essential to start social-security coverage for those who did 
not have it on entering the military service ? 

Mr. Netson. Let us say this as to the Kaplan report: At the mili- 
tary age of 19 or 20 he might at that same age have entered into civilian 
employ ment, but if he enters the military for 2 or 4 years, he then 
is denied the opportunity to draw benefits for those 2 or 4 years along 
with some additional years of social-security coverage, by reason of 
his military service. That is partly protected now by the $160 a 
month wage credit. 
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Mr. Harpy. Of course, that is the purpose, but that is conjectural. 
A whole lot of them had been delayed in their schooling to such an 
extent that some intend to go back. 

Mr. Ecxerr. That is true. 

Mr, Kean. Right along that line, the military record starts at age 
29, so if they are in the military service after 22 and they did not 
have any social-security record they would show years of no earnings, 
which would pull their average down from 22 on. At least for people 
entering at 19, 20, and 21 it would not make any difference for the 
younger ones, 

Mr. Harpy. What is the purpose of providing social-security cov- 
erage for men in the service under the age of 22? 

Mr. Eckert. The person who comes in at age 18 and serves for 4 
years in the military—— 

Mr. Harpy. It would not make any difference. 

Mr. Netson. On our table 4, under current law, if you will refer 
to column 11, the retired military pay ranges from about 40 to 61 per- 
cent of base pay, plus rent, plus subsistence. If you will refer then 
to column 15, under the Kaplan proposal it would range from about 
70 to 78 percent of gross pay plus rent, plus subsistence. So that the 
retired pay on the ‘full additive basis would be a rather substantial 
percentage of the active-duty pay, ranging from 70 to 78 percent. So 
you would get practically the same when retired as you would while 
on active duty. 

Mr. Carnes. Would that be an incentive for people to retire at an 
earlier age / 

Mr. Netson. We believe it would be. 

Mr. Bares. And all this is going to have quite an effect upon the 
retired pay and whether he should have additional surv ivor benefits, 
because then people are going to take more under the option, are they 
not ¢ 

Mr. Eckert. Yes, I think so. 

Mr. Bares. I do not know what the net effect would be, but we are 
going to pay more out of the military appropriation than at the pres- 
ent time. 

Mr. Carnes. We want to proceed rather rapidly now until 12: 30, 
and I know these gentlemen have a great deal they can contribute. 

The first thing I would like you to do is to tell us what is the dif- 
ference at the present time between survivor benefits paid, active- 
duty benefits, or peacetime benefits, and wartime benefits. Is the peace- 
time benefit rate of compensation 20 percent less than wartime / 

Mr. Netson. Peacetime benefits are 80 percent of wartime benefits. 

Mr. Carnes. Peacetime are 80 percent of the amount that would be 
due as wartime benefits. 

Mr. Netson. I think that is right. The Veterans’ Administration 
representative would be able to answer that exactly. 

Mr. Branp. That is correct. 

Mr. Carnes. For the sake of paying survivor benefits, was the 
Korean war deemed a war period ? 

Mr. Bianp. That is correct. 

Mr. Carnes. The other thing I want to ask in our deliberations is, 
is it your thinking that we are ‘only talking about men who die in the 
service and those who die out of service as the result of service-con- 
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nected disabilities; that those veterans who died from nonservice 

causes, that does not enter into the thinking of the recommendations 
in the Kaplan report or the recommendations you have made? Is that 
correct ? 

Mr. Netson. The Kaplan report did limit it to that area of sur- 
vivors. 

Mr. Ecxerr. The Kaplan report did not go to the survivors of 
veterans at all, did it? 

Mr. Carnes. No; but your report only goes to in-service deaths? 

Mr. Eckert. We feel in addition to the in-service deaths, we should 
also apply it at least to service-connected deaths. 

Mr. Barrs. With no relationship as between peace and war? 

Mr. Eckert. We presented you with that problem. 

Mr. Bares. Can anybody explain the reason why a widow should 

get less when the man is killed in peacetime than wartime? 

Mr. Ecxerr. You mean from a service-connected death ¢ 

Mr. Bares. Yes. 

Mr. Ecxerr. We think that should be the same. 

Mr. Carnes. That is primarily a historic proposition. 

Mr. Bares. But that does not explain the reason. 

Mr. Carnes. I think perhaps we can get the best reason from the 
Veterans’ Administration and they will testify again tomorrow after- 
noon. 

Now on page 2 of your statement, under item 4, you mention chil- 
dren under the age of 18. The Department of Defense draft of bill 
mentions the age of 21. Do you care to comment on that discrepancy ? 
Do you feel it should be age 18? 

Mr. Ecxerr. I was trying to remember our reasoning on the age of 
21 used by the Defense Department, but I cannot recall at the moment. 
We have tried to go along generally in our thinking with what has 
been in effect in the past. I think 18 has been in effect in the past. 

Mr. Bares. But you would not object to paying the ones who go to 
college. 

Mr. Eckert. We have struggled with that. 

Mr. Carnes. On page 3 of your statement you say: 

The General Accounting Office agrees with the Kaplan Committee that social 
security should be extended to the military and that such system should be a 
basic element of any survivors benefits program enacted. 

I am confident you are very much concerned about the economics in- 
volved in placing the military under social security. What adminis- 
trative problems do you see if the military should be placed under 
social security as regards cost to the Government, or cost to social 
security as a result of the m: anpower that would be necessary? Have 
you given any thought in your conferences to that phase of it? 

Mr. Netson. I would say today that a good share of the civilian 
personnel in the military department are already under social secu- 
rity and they do have a reporting technique for reporting wages to 
the Social Security Administration. 

As we visualize it, there would not be any new burden on the De- 
partment of Defense to report wages and remit taxes and withhold 
taxes from the military pay. There would be additional work, but 
no burdensome task that we think should have any consideration on 
any question of whether the program should or should not apply to 
the military. 
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Mr. Carnes. What about actual remittance from the Defense De 
partment? Do you feel it should be made by the individual service 
concerned, or should it be one contribution from the Department of 
Defense, or an appropriation by Congress There are three alterna- 
tives for remitting the employers’ 2 percent. 

Mr. Netson. We believe it should be made by the respective depart- 
ments within the Department of Defense and should come from the 
military pay appropriations. 

Mr. Carnes. On the very bottom of page 3, you spoke of a max! 
mum. I wonder if you would like to elaborate on the use of. the 
word “maximum” there ¢ 

Mr. Ecxert. I am not so sure that “maximum” might have been a 
good word here. As I mentioned in my testimony and I think as indi 

cated by the approach of the Kaplan Committee, the end amounts that 

ine be paid survivors are determined on the basis of need or ade- 
quacy to the survivor, and that is what I meant by the word 
“maximum.” 

If the Congress should accept or should establish an amount which 
it felt should be the amount the survivor receives from the Govern 
ment for their upkeep and living expense, then that amount is what 
we feel should be the maximum. If I might just explain that a min 
ute, we have talked about an adjustment of military items. I think 
that is one thing we feel very strongly enters into this Kaplan report, 
that is, that any bill that should be enacted perhaps should have a 
provision in there to adjust this service compensation, based upon the 
increase of other benefit programs such as social security, and it ties 

right into this point of having a maximum. 

In other words, let us assume Congress decides that for a widow 
with 1 child there should be $300. In the Kaplan Committee report 
the social-security payments have been now changed by the 1954 
amendment substantially upward. If Congress decides $300 is the 
figure, we feel any future increase, such as social-secur ity increase in 
compensation, should be adjusted by the increase that would fall to 
that particular social-security bracket drawing a fixed maximum and 
it should not be an administrative responsibility of trying to adjust 
between agencies as to who is going to make the adjustment. 

Mr. Carnes. Wouldn’t that cause a real problem in administration ¢ 

Mr. Eckert. No, I do not think it would be any problem at all, Mr. 
Carnes. You have to determine under the Kaplan theory what the 
social security is, and you would have to determine what service com 
pensation is. In determining what service compensation is for that 
particular grade and so forth, assuming that in 1956 a revision was 
made of social-security payments, that could then be reflected into the 
service-compensation program from then on until 5 or 10 years hence, 
until social security increased payments. You would not have any 
problem. 

Mr. Carnes. You are talking about 1 program in 1 agency? 

Mr. Eckert. Not necessarily. Let us assume we have two, the VA 
and the social security. All we are saying is that if social security is 
increased the VA will reschedule its service-compensation payments 
to again provide the maximum that Congress has evolved. 

Mr. Carnes. If a new program is evolved, from vour testimony you 
intend for all the existing programs to fade on out of the picture in 
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the normal course of time, but you do not prescribe any changes in the 
existing program, such as allowing an election. 

Mr. Eckert. We did not propose any. I think I recognize that is 
a problem. In my testimony this morning I indicated there might 
be a savings provision to allow anyone to elect benefits. 

Mr. Harpy. You are proposing the application of social security to 
the military. What advantages do you see to putting these benefits 
under social security as contrasted to setting up entirely separate 
benefits for the military under the Veterans’ Administration or some 
other agency ? 

Mr. Eckert. I think it has this advantage, Mr. Hardy: That the 
social-security program is the program that has been designed to cover 
our entire citizenry, if you might put it that way. 

Mr. Harpy. Maybe that is right. 

Mr. Eckert. We feel as that grows—I do not know, of course, how 
far social security will go. There were substantial increases in 1954. 
There may be substanti: al increases in 1958 and in 1962. 

I think our feeling was that some day it might be that that will 
take over. If we get to the point where social security provides the 
needs of survivors for all the populace there will be no need to provide 
survivor benefits for any select group. 

Possibly you might want to pay a bonus or an honorarium, or what- 
ever you want to call it. 

Mr. Harpy. In other words, looking far enough in the future you 
would anticipate social sec urity would make it unnecessary to carry 
any specific retirement program for the military ? 

Mr. Ecxerr. I would say that it was a definite possibility. I do 
not know. I cannot see 100 years from now. 

Mr. Kean. I would not state that, unless we change our concept of 
social security, because social security is only meant to be a basic 
amount on which people can base their savings and the retirement 
that they might get from their employers. It isa base. It has never 
been meant to be a system on which a person can retire in comfort. 

Mr. Eckert. I certainly agree that it is not today. 

Mr. Kran. That is the theory behind the social-security system. 

Mr. Eckert. Yes. 

Mr. Harpy. I have been afraid we were getting away from that 
theory, Mr. Kean. 

Mr. Kean. I do not think so. 

Mr. Harpy. That is one reason I was exploring this. 

Mr. Kean. I do not think so. The feeling has been that the self- 
employed could add their personal savings, and people employed by 
corporations or by the Government would have an additional retire- 
ment benefit, to be given to those people by their employers. 

Mr. Harpy. Maybe I am a little off base in this kind of thinking, but 
I have sort of thought that social security was designed as a base, as 
Mr. Kean has expressed it, for people employed in the Nation’s econ- 
omy. I have to make a little differentiation with respect to the 
military. 

In your economic setup you have a contribution by the employee and 
a contribution by the employer. In the military the taxpayers gen- 
erally have the responsibility for the Nation’s defenses. I am having 
a little difficulty in getting my thinking around to the point of feeling 
that we should pool the risks—I am thinking now from an actuarial 
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standpoint—of the military personnel with the risks of all kinds and 
classes and types of civilian employees in industry. 

I certainly do not think that industry should be called upon to pay 
for the support of social security for the military through any addi 
tional rates which they pay. Neither do I think that the taxpayers 
should subsidize the social-security program through payment of rates 
for military coverage in excess of what the actual costs of paying the 
benefits might be. 

That brings me around to a question as to whether it is feasible to 
tie the military in to this broad insurance system for the civilian popu 
lation. I wonder if you have given any thought to a distinction be 
tween the actuarial considerations which go into providing social- 
security coverage for civilians and social-security coverage for the 
military. 

Mr. Eckert. No, sir. They would, of course, be, I think, distinctive. 
Mr. Nelson, can you comment ? 

Mr. Nextson,. I would say this: At the time the men enter the service 
you are picking up a preferred risk in terms of health, age, and factors 
such as that; but in time probably the fund is also incurring an addi- 
tional liability for which they need more than 4 percent tax, because 
of the extra hazards of emergency situations we get into from time to 
time. Therefore the mort: ality rate that you may have on the social 
security fund through the military department is not clear. 

Mr. Harpy. Of course you have those considerations. You have 
the extra hazard considerations, which are particularly significant in 
wartime. 

Mr. Nexson. Yes. 

Mr. Harpy. Certainly the taxpayers generally should pay the total 
cost of war, whatever it might be, but we are all hoping we will not 
have another one. I do not see how in the world you can arrive at any 
sound actuarial basis in the haphazard manner we are talking about 
now. 

Mr. Eckert. I certainly would agree it would be difficult, if not 
impossible, to attempt to determine actuarially what the potential of 
having wars and deaths in wars might be in the future. That would 
affect your whole area 

Mr. Bares. The C hair would just like to state I think the point the 
gentleman is making is well taken. Certainly when I undertook the 
consideration of this problem I wanted to try to reason it out in its 
simplest form. Obviously you come to the first conclusion that if you 

an devise one program administered by one agency you do have it in 
the simplest form, where a widow or someone else knows exactly 
where to go. That is certainly something to which we should give 
our most serious consideration. 

Mr. Eckert. I still believe that mechanically a great deal of that 
could be accomplished whether you had 1 program or 2 programs, in 
that one of the areas should be the central source fo filing app ylications 
and so forth and so forth, and sending them out. 

Mr. Harpy. I have one further observation. I just wonder whether, 
in view of the fact that the General Accounting Office has joined in 
the Kaplan Committee’s recommendation that social security be ex 
tended to all the military, the General Accounting Office has made any 
study of the risk structure in the military as well as in civilian employ 
ment to determine whether or not there is an appropriate basis for 
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saying we should make a flat rate straight across the board for the 
military the same as in private industry. 

Mr. Ecxerr. No, sir, Mr. Hardy. As you probably are aware we 
do not have any actuar les In our em] ployme nt. 

Mr. Harpy. Do you not think t} at is a subject which would be 
appropriate for actuarial consideration ? 

Mr. Eckert. I most certainly do; yes, sir. 

Mr. Carnes. Mr. Chairman? 

Mr. Bares. Mr. Carnes. 

Mr. Carnes. We have representatives of the Department of Labor 
here. We want to hear them a little later. 

However, I do not think we should stop until the full membership 
that is here this morning hears the recommendations at least from the 
General Accounting Office with regard to how the survivor benefits 
should be treated by the Veterans’ Administration, 

I think that their recommendations are somewhat a departure from 
the recommendations of the Kaplan Commission. Inasmuch as the 
committee is planning to meet tomorrow afternoon, if the General 
Accounting Office could return at 3 o’clock tomorrow afternoon we 
would like to explore those recommendations. 

Mr. Nelson, [ know you are very familiar with this, and it is quite 
a phenomenal approach to the problem. I wonder if in 5 or 8 min- 
utes, for the thinking of the members of the committee, you could 
present your recommendations with regard to the $100, $125, and 
$150, as well as state the fact for the record that it was the General 
Accounting Office’s specific recommendation that the $1,200 be paid 
in lieu of the 6 months’ death gratuity? I would appreciate your 
dwelling on those to points for just a few minutes, and then we will 
hear from the Department of Labor. 

Mr. Nevson. First, let us say with respect to the monthly com- 
pensation being set in three brackets—I believe that is your question— 
we recognize that traditionally there has not been a distinction in 
the VA compensation program with respect to grade or rank. Second, 
that the placement of military personnel under social security did 
recognize grade or rank through the social-security benefit by as- 
signing a fixed wage credit toeach rank. Therefore, there would be an 
adjustment to the survivor through the social-security system, 

However, by the same token, we also recognize that there might 
not be an adequate adjustment by reason of grade or rank by making 
it only through the social-security system. Therefore, it needed to 
be recognized as well in the ¢ ‘ompens: ition portion of the Kaplan plan. 

Therefore, we set on the minimum as being an appropriate amount 
for the enlisted grades; a minimum of $100 set by the Kaplan report, 
and then above that we placed 2 brackets—warrant officers, all grades, 
and officers, grades 0-1 to 0-3, both being set at $125 per month; and 
officers of grades above that to 0-8 at $150 per month, thereby 
recognizing some differential in rank. Also, social security also 
recognizes that in a marked degree in these higher ranks. 

I am wondering if that is in essence what you are asking from 
us here as a general statement. 

Mr. Carnes. Yes; that in essence is your recommendation as to 
the VA compensation which should be paid. 

Mr. Nerson. Yes. 
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Mr. Carnes. And for all enlisted men you have recommended $100? 

Mr. Netson. That is right. 

Mr. Carnes. For all warrant officers and up to the grade 0-3, 
which would include a leutenant in the Navy or a captain in the 
Army, you would recommend $125 a month? 

Mr. Netson. Yes, sir. 

Mr. Carnes. For above 0-3 to the top echelon you would recom- 
mend $150 a month ? 

Mr. Netson. That is right. 

Mr. Carnes. And that is to be supplemented by social security, 
which is based entirely upon pay ? 

Mr. Nevson. Right. 

Mr. Carnes. And it is the social-security program that would give 
weight to the dependency factor, such as widows with minor children / 

Mr. Netson. That is right. 

Mr. Carnes. Yours would be a static amount paid ¢ 

Mr. Netson. Yes. That is emphasized even further by the 1954 
amendments. 

Mr. Carnes. Mr. Kaplan recommended that where there is a 
widow only she be paid $125. Your proposal states if there is a widow 
of a man in the $100 class that the widow would get $100, and if there 
is a widow of the man in the higher echelon she would get $150 a 
month. 

Mr. Netson. Yes. 

Mr. Carnes. You have attempted to devise into 3 programs what 
Mr. Kaplan has made into a scale of 8 or 9 schedules? 

Mr. Netson. That is right. 

Mr. Eoxerr. And what historically had been one. 

Mr. Carnes. What historically had been one. 

Mr. Netson. We have a compromise between what had historically 
been the plan of the veterans’ compensation program and that pro- 
posed by the Kaplan Committee. 

Mr. Carnes. Have you all given any thought to whether the pro- 
gram you are suggesting would be more or less costly than the 
existing program ¢ 

Mr. Eckert. I think we looked it over and there would be no sub- 
stantial variation. 

Mr. Carnes. How would it compare with the recommendations of 
the Kaplan Committee? Would it be more or less expensive? 

Mr. Eckert. That is what I meant. 

Mr. Carnes. We are talking about the existing program, not the 
Kaplan Committee recommendations. Would it be more or less expen- 
sive than the existing program ¢ 

Mr. Netson. I will say in the limited time available we did not 
attempt to make a cost analysis of it in detail. It is rather difficult 
to compare, because of the indemnity feature of $92.90 per month 
running for 10 years to a broad class of beneficiaries, versus this one 
that would run for the lifetime of the widow, or age 18 for the chil- 
dren, being terminated by remarriage only for the widow. It was 
difficult here to make those comparisons within any reasonable time, 
so we have not made that estimate of cost. We could make an attempt 
at it. 
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Mr. Carnes. Mr. Chairman, the point I wanted to make before 
the gentleman left is that this is an entirely new proposal and it is 
something perhaps worthy of the deliberations of the committee. I 
would like for the General Accounting Office to be available tomorrow 
afternoon at 3 o’clock to expand upon this, and for the committee 
then to evaluate the ramifications of their proposal. 

I might say that their proposal becomes much more evident, as to 
what they are attempting to do, and how it stacks up with existing 
programs as well as the Kaplan Committee recommendations, by 
some very excellent charts which they have prepared which are a 
part of their report, which tomorrow afternoon would make quite 
clear to the committee what is the position of the General Accounting 
Office. 

Mr. Bates. Could you two gentlemen be here tomorrow afternoon 
at that time? 

Mr. Eckert. Yes, sir. 

Mr. Nexson. Surely. 

Mr. Bares. Are there any further questions from members of the 
committee ? 

Mr. Eckert and Mr. Nelson, we certainly want to thank you for 
your able assistance again today, and we look forward to seeing you 
again tomorrow. 

Mr. Eckert. Thank you, Mr. Chairman. We are very happy to 
be able to help. 

Mr. Carnes. Mr. McCauley, I wonder if you would be kind enough 
to identify yourself and your associate for the reporter. 


STATEMENT OF WILLIAM McCAULEY, DIRECTOR, BUREAU OF 
EMPLOYEES’ COMPENSATION, DEPARTMENT OF LABOR, ACCOM- 
PANIED BY WARD BOOTE, ASSISTANT SOLICITOR, DEPARTMENT 
OF LABOR 


Mr. McCavutey. My name is William McCauley. I am Director 
of the Bureau of Employees’ Compensation of the United States 
Department of Labor. Accompanying me is Mr. Ward E. Boote, 
Assistant Solicitor of the Department. 

Mr. Bares. Mr. McCauley, we are very happy to have you here 
with us today. I want to thank you personally for the wonderful 
assistance you have always given my office, I know, on any occasion 
we have ever had to call upon you. 

Mr. McCavtey. Thank you, sir. 

Mr. Carnes. He has also given the same kind of assistance to the 
committee staff, Mr. Chairman. 

Mr. Harpy. Mr. Chairman, I expect I have worried Mr. McCauley 
as much as anybody else. Sometimes I really get worried with myself, 
as much as I have to worry him, but he has always come through in 
fine shape. 

Mr. McCautey. Thank you very kindly. 

Mr. Bares. You have a prepared statement, Mr. McCauley ? 

Mr. McCautey. Yes, Mr. Chairman. We have a brief statement. 
I will either read it or file it, as you wish. 

Mr. Bares. Please proceed as you desire. 

Mr. McCautey. Thank you, sir. 
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As Secretary Mitchell pointed out in his report of October 28, 1954, 
to the chairman of the committee, the Department of Labor favors 
equal protection for all members of the Armed Forces and their sur- 
vivors, and it believes that inequities under the present law call for a 
complete review of the present system. The principal contribution we 
can make to the committee’s study of this important matter pertains 
to the rights that survivors of certain reservists now have under the 

Federal E mployees’ Compensation Act, which is administered by the 
Dep urtment of Labor. I would be glad, of course, to answer any ques- 
tions or supply any additional information which the committee may 
desire. Mr. Ward Boote, Assistant Solicitor of the Department, is 
present and available for any questions which you may wish to put to 
him respec ting the legal issues. 

The Federal E mployees’ Compensation Act, as you know, provides 
disability compensation for Federal civilian employees injured while 
in the performance of duty and death benefits for their survivors w hen 
death results from such injuries. It is a program based on workmen’s 
compensation principles of compensating employees of the Federal 
Government for injuries arising out of their employment in civil func- 
tions. The benefits provided for this particular civilian coverage were 
subsequently extended to Reserve personnel of the Armed Forces and 
on the much broader basis of “line of duty.” 

The first extension of the benefits of the Compensation Act to per- 
sonnel of the Armed Forces was authorized by the Naval Reserve Act 
of February 28, 1925. Under this act naval reservists were made 
eligible for benefits for physical injuries incurred in line of duty in 
time of peace. Their dependents were likewise eligible for benefits for 
death resulting from such injury. 

Benefits of the Compensation Act were extended to members of the 
Officers Reserve Corps and Enlisted Reserve Corps of the Army by the 
act of July 15, 1939. Provision was subsequently made to extend 
benefits prospectively for death and permanent disability of this per- 
sonnel resulting from injuries sustained during the period 1925 to 
1939. 

During the period of World War II, reservists had no right to 
benefits under the Federal Employees’ Compensation Act, as this 
right existed only in time of peace. Under the terms of the act, this 
right would have been reinstated upon the signing of the peace treaty 
on April 28, 1952. However, under the act of August 7, 1946, the 
right of reservists to benefits was reinstated, effective September 8, 
1945, for Army and Air Force personnel, and effective December 1, 
1945. for Navy, Marine Corps and Coast Guard personnel. ‘This res- 
toration of benefits, however, discriminated between the services, not 
only in point of time but also in other respects. Navy, Marine Corps, 
and Coast Guard personnel had their rights restored under this act 
only for service on active duty for 30 days or less. This limitation, 
which continued until the peace treaty was signed, resulted in this 
class of reservists receiving very little in compensation benefits during 
that period. On the other hand, Army and Air Force reservists had 
full compensation coverage, including the period of hostilities in 
Korea from 1950 to 1952, as this period under the law was technically 
considered a “time of peace.” 

When the peace treaty was signed, reservists of the various branches 
of the Armed Forces on active duty and their survivors were restored 
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to the same rights as civilians and their survivors under the Com- 
pensation Act. In addition, under an act passed in 1949, reservists 
and their survivors became eligible for the same benefits "which are 
available to regular members of the Armed Forces and their survi- 
vors. Survivors, however, must elect between the benefits of veterans’ 
laws and those of the Compensation Act. The result of the coverage 
of reservists by the Compensation Act is that, in many instances, the 
survivors of reservists may by election receive benefits substantially 
larger than the benefits to which the survivors of regulars are en- 
titled, although other incidents of their service are the same. 

Prior to World War IT only a small number of reservists’ claims 
were filed under the Compensation Act. From 1925 to 1934 an aver- 
age of only 3 fatal cases a year was reported to the Bureau. Before 
the increase in the compensation rates for civilian personnel author- 
ized in 1949, reservists were entitled to larger benefits under veterans’ 
laws than under the Compensation Act. This situation was reversed, 
however, in 1949, and this fact, plus the large increase in the Reserve 
force, resulted in a large increase in compensation claims. 

Under the C ompensation Act, the benefits for the widow of a re- 
servist is equal to 45 percent of the reservist’s pay and allowances, up 
to a maximum of $525 a month. Within this maximum, the benefit 
for a widow with 1 child is 55 percent of such pay and allowances, 
with 15 percent additional for each child up to a maximum of 75 
percent. 

At the present time reservists’ survivor cases under the Compensa- 
tion Act number 3,600. The compensation paid in these cases during 
fiscal year 1954 was approximately $914 million. The average cost 
ot each case, based on tables of life expectancy and probability of 
remarriage in the case of widows, is estimated to be $61,000. 

Other classes of alternate beneficiaries entitled to death benefits 
within the maximum amount, if actually dependent on the deceased 
reservists, are widowers, parents, brothers, sisters, grandparents, and 
grandchildren. However, 95 percent of the cases involve widows of 
reservists. 

While I do not feel that I am in a position to comment on any par- 
ticular method to equalize the benefits for survivors of members of 
the Armed Forces, the Department favors protection under princi- 
ples of law that are the same for all survivors. Further, we believe 
that the committee should consider the feasibility of establishing a 
system of benefits in a framework different from the Federal Em- 
ployees’ Compensation Act. The basic considerations underlying the 
general question of benefits which military personnel should receive 
for injuries incurred in line of duty in time of peace are not the 
same as the considerations pertinent to the compensation of those who 
earn their livelihood in civilian occupations. 

Mr. Carnes. Mr. McCauley, we appreciate that very fine statement, 
but because of time limitations there are just a few pertinent questions 
I would like to ask. Then if there are any further questions we will 
proceed. 

On page 2 of your report you say: 


The first extension of the benefits of the Compensation Act to personnel of the 
Armed Forces was authorized by the Naval Reserve Act of February 28, 1925. 


Mr. McCautry. Yes, sir. 





STUDY OF SURVIVORS BENEFITS 293 


Mr. Carnes. There have been consistently periods of time since this 
act was first instituted where only certain segments of the Armed 
Forces were entitled to it—the Army Reserve, Naval Reserve, or 
Coast Guard Reserve? There have been periods of time when only 
segments of the military have been covered; is that correct 

Mr. McCautry. That is correct. There was no coverage for the 
Army from 1925 to 1939 

Mr. Carnes. But the Navy was covered ? 

Mr. McCautry. But the Navy was covered during that period of 
time. 

Mr. Carnes. But there was no benefit for the Army Enlisted Re- 
serve? What about the Air Force? 

Mr. McCautey. The Air Force was a part of the Army at that 
time. 

Mr. Carnes. A part of the Army. 

Mr. McCav ey. Subsequent to the enactment of legislation giving 
coverage to the Army in 1939 legislation was enacted which filled in 
that gap, but only for permanent disability and fatal cases. 

Mr. Carnes. Yes, sir. You said tlrat throughout the Korean hos- 
tilities FECA benefits were eligible because that period was deemed 
to be a time of peace. 

Mr. McCautey. Yes, sir. 

Mr. Carnes. Just prior to your testimony I believe it was the 
Bureau of the Budget or else the Comptroller General’s Office which 
said that the higher rate of compensation—that is, the wartime 
rate—was payable because the Korean war was deemed to be a time 
of war. How do you reconcile those two positions ? 

Mr. McCautey. Well, the Army Judge Advocate General’s Office 
was of the opinion that the Korean hostilities did not involve a state 
of war. Our legal officers explored the same field and reached the 
same conclusion. There was no wartime status in the country at that 
time. What the basis may be for the payment of wartime benefits 
under veterans or other legislation I do not know. 

Mr. Carnes. Mr. Chairman, I think that is a question we may well 
ask tomorrow afternoon at 2 o’clock when the Veterans’ Administra 
tion appears again. 

Mr. Harpy. We ought to get GAO on that, because they have the 
postaudit. 

Mr. Carnes. Mr. Hardy suggested maybe the GAO in its audit 
would pick up that discrepancy. 

Mr. McCaule y, on page 3 of your statement in the second paragr: iph 
at about the middle of the page you say: 

Survivors, however, must elect between the benefits of veterans’ laws and 
those of the Compensation Act. 

I wonder if you would explain to the committee the election that takes 
place. 

Mr. McCautey. Certain of the legislation relating to the reservist 
specifically provides for election. Also, the veterans legislation Ese 
vides that pensions under that legislation shall not be paid concur 
rently with active-duty pay or employees’ compensation. Veterans 
Regulation No. 1, A, part 2, Title 38, United States Code. 

Mr. Carnes. There fore, at no time are VA compens: ition payments 
and FECA payments being made at the same time? 

Mr. McCau ey. No, sir; we require an election. 
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Mr. Carnes. How would you meet the problem of this situation, 
which may have occurred somewhere along the line: You do not pay 
FECA payments until the beginning of the seventh month after the 
date of death; is that correct ? 

Mr. McCautery. That is correct. 

Mr. Carnes. What is the reasoning behind that 7 months’ lag there ? 

Mr. McCautry. The beneficiary is entitled to a 6 months’ gratuity. 

Mr. Carnes. A 6 months’ death gratuity paid by the military 
service ? 

Mr. McCautey. Yes, sir. 

Mr. Carnes. You figure your payments take up where that leaves 
off, in essence ? 

Mr. McCautey. That is correct. 

Mr. Carnes. Even though that is a lump-sum payment ? 

Mr. McCavtey. That is correct. 

Mr. Carnes. Have you not experienced a great many cases where 
people who knew they were going to elect the FECA benefits, because 
they were more liberal, but “who felt they needed the money in the 
interim period, applied for VA benefits and were granted VA benefits 
because they had not been granted FECA benefits? So for 6 months 
those people received VA benefits. You have had cases of that kind? 

Mr. McCautey. Yes, sir. 

Mr, Carnes. Then because they had received VA benefits, and the 
election was between the VA and FECA, you all have adopted as a 

olicy within the Department that those people who received VA 
benefits for that 6 months’ period and subsequently elected FECA 
benefits—over a period of time the FECA benefits will be reduced on 
a inonthly basis until such time as your Department has recovered the 
amount paid by the Veterans’ Administration, because, technically 
speaking, they were never entitled to have gotten this 6 months’ credit 
if they elected your benefit. 

Mr. McCavtery. That is correct. As a matter of policy we have 
done that in every case. Our concurrence is required by the Veterans’ 
Administration in order to initiate payments. 

Mr. Carnes. Do you reimburse the Veterans’ Administration for 
that offset which you have set up, as a matter of policy ? 

Mr. McCautey. No, sir; we have not actually reimbursed Veterans. 

Mr. Carnes. Then your program is saved to a degree at the expense 
of the Veterans’ Administration appropriation ? 

Mr. McCavtey. That is correct. 

Mr. Carnes. All right, sir. Your figures here, I think, are very 
interesting. There are 3,600 cases, approximately, on the rolls at this 
time ? 

Mr. McCavutry. On the rolls at this time; yes, sir. 

Mr. Carnes. Mr. McCauley, as you have experienced the program, 
are you of the opinion that there are perhaps quite a few people, 
reservists, who are entitled to FECA benefits or whose survivors are 
entitled to FECA benefits who are not receiving such benefits at this 
time? 

Mr. McCautey. I do not believe there are many who would not 
have been advised of their rights in that regard. 

Mr. Carnes. I am not speaking of having been advised of their 
rights. Have there been quite a few cases—based upon the evidence 
which you have at hand—where there was an indication in your mind 
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as to why these people were not coming through and filing for this 
amount which had been provided by the Federal Government ¢ 

Mr. McCautey. There have been quite a large percentage of the 
cases of which we have a record in which no claim has been filed. 
There are approximately 30 percent of the cases of which we have 
knowledge—that is, we have received a casualty report from the par- 
ticular service concerned, and in about 30 percent of such cases the 
Bureau has not received a claim. There may be various explanations 
for that. 

In the case of a parent I believe the veteran’s benefit would be more 
liberal than would compensation, unless the parent happened to be 
wholly dependent upon the reservist at the time of death, because 
under the compensation law if a parent is only partially dependent 
we pay only a proportional amount of that which is payable for total 
dependency, whereas the Veterans’ Administration, as I understand it, 
have one rate only for dependent parents. 

Mr. Carnes. That is correct. However, if it were an officer of the 
higher rank your benefit may be greater than the VA compensation. 

Mr. McCautey. That is correct. 

Mr. Carnes. On this 30 percent, we realize there are probably miti- 
gating circumstances as to why these people have not filed. Would 
you be willing to even so much as venture a guess as to what per 
centage of the people who would be eligible for FECA benefits, which 
are greater than VA benefits, have not filed ? 

Mr. McCautey. I would venture a guess, and it would be purely 
that, because I have not attempted to make any analysis of it, that the 
proportion is very small, because of the practice which we follow. 

Upon receipt of a casualty report we send out a form letter to the 
next of kin advising them of their rights under the compensation 
law—that is, their potential rights and suggesting to them that they 
investigate to ascertain which rights they have—veterans rights or 
compensation—which would be most advantageous to them. I think 
it would be only natural in most cases an individual would seek to find 
out which benefit would be the greater, and proceed on that. 

Mr. Carnes. All right, sir. That raises another point. You get a 
death certificate, I take it, or some form of death notice of the De- 
partment of Defense on those reservists whom they think may possibly 
be eligible for FECA benefits? 

Mr. McCavtey. We are supposed to get a casualty report on every 
death of a reservist. 

Mr. Carnes. Every death of a reservist ? 

Mr. McCauvtey. Yes, sir. 

Mr. Carnes. On those deaths you mail the survivors the information 
they are eligible for FECA benefits? 

Mr. McCavutey. That they may be eligible. 

Mr. Carnes. That they may be eligible. 

Mr. McCautey. Yes. 

Mr. Carnes. But there is an election they have to choose between 
the VA benefits and the FECA benefits? 

Mr. McCautey. Yes, sir. 

Mr. Carnes. And that it is a question of them as individuals finding 
out what the VA total entitlement would be and what your total 
entitlement would be, dollars and cents, and then those individuals 
would make the election as to what they would get ? 
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Mr. McCautry. Yes. 

Mr. Carnes. All that responsibility of making the election and 
ani ilyzing the situation is incumbent upon the survivor? 

Mr. McCavtey. That is correct. The service officer of the various 
organizations is also advised of this. It is more or less the practice 
for an individual having a claim involving a serviceman to consult 
with such person. 

Mr. Carnes. Yes, sit 

Mr. McCautery. And they are in a position to advise them. 

I want to make clear we are not able, in sending out our notice to 
these individuals, to advise them at that time of the amount of money 
to which they might be entitled under the compensation fund. 

Mr. Carnes. We understand; yes, sir. 

Mr. McCautry. Because we would not know whether the parent 
could establish dependency. That would be a question of fact which 
would have to be developed after the claim is filed. 

Mr. Carnes. Mr. McCauley, all right, sir. Let us proceed. I am 
going a little more hastily than I would like to. 

You mentioned here that the average cost of each case, for the 3,600 

cases, based on tables of life expectancy and probability of remarriage 
in the case of widows, is estimated to be $61,000. 

Mr. McCavtey. That is correct. 

Mr. Carnes. Would it be correct to say, Mr. McCauley, that in order 
for these 3,600 people to have received as survivors the same amount 
of dollar benefits which you are paying them that they would have 
had to have had roughly $61,000 worth of commercial insurance? 

Mr. McCautey. Yes; that would be right. 

Mr. Carnes. That is just 1 of 5 programs of the Federal Govern- 
ment for providing survivor benefits. 

Mr. McCautey. Yes, sir. 

Mr. Carnes. That is not the total program provided by the Federal 
Government; these people who receive FECA benefits can also receive 
the gratuitous indemnity of $92.90, can also receive a 6-month death 
gratuity, and can also receive social security if they qualify? None of 
those things in any sense is an offset against this $61,000 figure, is it ? 

Mr. McCautey. No, sir. The 6-month gratuity "would not be a 
duplication. 

Mr. Carnes. But there is no offset? 

Mr. McCautey. No offset. 

Mr. Carnes. Yes, sir. 

Mr. McCautey. The $61,000 referred to in the memorandum is the 
estimated value of the award made by the Bureau in those cases. 

Mr. Carnes. Yes, sir. 

Mr. McCavtey. That is the aver age. The range may run up above 
$100,000. 

Mr. Carnes. What is the maximum case, in amount, in your experi- 
ence, applicable to the military? Do you remember ? 

Mr. McCautey. I do not recall the top figure. If you are interested 
in a particular case, I have two or three samples here which might 
be of interest to you. 

Mr. Carnes. I would appreciate your presenting them very much. 

Mr. McCactey. I have here an actual case involving a major in 
the Air Force Reserve. His pay, inc wang his subsistence allowance, 
flight pay, and other advantages was $724.50 a month. He was sur- 
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vived by a widow, age 33, and 3 children, 10, 6, and 2 years of age, 
respectively. . 

The widow’s award is $280 a month. She receives for the 3 chil- 
dren $245 a month, eee the total award up to a maximum per- 
mitted under the law of $525 per month. 

Mr. Carnes. What was the base pay of that man while on active 
service ¢ 

Mr. McCavutey. $724.50. That was his gross pay. 

Mr. Carnes. Gross pay and allowances ? 

Mr. McCautey. His base pay was $427.50. He was a major with 
12 years’ service. 

Mr. Carnes. That $525 is tax exempt? 

Mr. McCautey. It is tax exempt. The estimated value of that 
award, the amount of money we would pay to the widow during the 
life expectancy, discounting the probability of death or remarriage, 
is $94.766. The value of the award to the children, gross, 1s $38,031 
making a total of $132,797. 

Mr. Carnes. By the same token, that man, in order to have pro- 
vided his survivors with that amount: of protection, would have had 
to have $132,797 worth of commercial insurance? 

Mr. McCautry. Yes. 

Mr. Kean. Social security alone added to that means that he would 
have $725, which is more than the gross pay. Besides that, the sur- 
vivor would be getting $200 a month if there were a new law for a 
widow with 2 children. 

Mr. McCavutey. That would be in addition to this amount. 

Mr. Carnes. The $92.90 a month would be in addition to that ? 

Mr. McCautry. Yes. 

Mr. Carnes. It is possible then in that particular case that a man 
could possibly be receiving approximately $800—$525, $200, and 
$92.90. For the first 10 years he would receive over $800, and after 
that $725 if the social security were applicable. 

I wonder if you could proceed with another case. 

Mr. McCautry. I can give you an enlisted case he Te by contrast. 
An Air Force Reserve sergeant, age 26, base pay $132.30, gross pay, 
including subsistence and quarters, $253.30, aretted by a widow, 
age 24, 2 children, 4 and 2 years, respectively. The widow’s award 
is $101.32 per month and she receives in addition $75.99 per month 
for each child. 

The compensation of the children, I might note at this time, is 
payable until they reach 18 years of age. The widow’s compensation 
is paid until her death or remarriage. The total monthly award i 
$177.31. The future valuation of the award for the widow is $22,713, 
and for the children $13,541, making a total case evaluation of 
$36,254. 

Mr. Carnes. That is an enlisted case? 

Mr. McCautey. Yes. 

Mr. Carnes. I think the point has been well made. We appreciate 
the preparation of the third case. We would like to have it for the 
record if we may. 

There is just one further question I would like to ask and we will 
adjourn. 
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In the concluding part of your statement you make the observation : 


Further, we believe that the committee should consider the feasibility of estab- 
lishing a system of benefits in a framework different from the Federal Employees’ 
Compensation Act. 

Mr. McCauley, it appears to me you hedge just a bit there. Is what 
you are really saying that you think F ederal E mployees Compensa- 
tion Act benefits to the military service should be terminated ? 

Mr. McCav ey. Yes; that would be our conclusion in regard to a 
new system of uniform benefits. 

The point that we had in mind was that workmen’s compensation 
deals with the problem of casualties arising out of an occupational 
effort. When we deal with the military, we are dealing with a differ- 
ent problem entirely. We are dealing on a line-of-duty basis which 
goes far beyond this narrow field. 

Mr. Carnes. When the 1949 amendments were considered to the 
FECA Act, judging from your knowledge of it and the legislative 
history, was any consideration given to what effect these amendments 
were going to have upon the milit: ary reservists who had this election ? 
Was that considered by the Congress, to the best of your knowledge? 

Mr. McCautey. I do not think it was considered by anyone who 
worked on the amendments. 

Mr. Carnes. It was a sort of freak of the law? 

Mr. McCavtey. That is it. 

Mr. Bares. Thank you very much, Mr. McCauley and Mr. Boote 
for appearing here today and giving us the benefit of your experience. 

The committee will stand adjourned until 2 o’clock. 


AFTERNOON SESSION 


Mr. Bares. The committee will please come to order. 

[ have before me a list of the various organizations which the coun- 
sel has handed me. If there are any additional organizations that 
intend to be heard I wish you would so inform the Chair. The list 
includes the Retired Officers Association, the AMVETS, the American 
Legion, the Gold Star Wives, Veterans of Foreign Wars, and the 
Reserve Officers Association. 

Are there any others? 

Mr. CuarKk. The Disabled American Veterans. 

Mr. Bares. We do hope in view of the large number of witnesses 
and organizations here this afternoon we can speed along and not 
take any more time than necessary because we want to hear all the 
rest. We try to allot time up here, but it presents quite a peobhen. 

Originally we had hoped to have a half hour with each organization. 


That would make 3% hours. I am sure that we cannot give that 


much time at this session. his. 
We will take up first the Retired Officers Association. 
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STATEMENT OF CAPT. FRANZ 0. WILLENBUCHER, UNITED STATES 
NAVY, RETIRED, EXECUTIVE VICE PRESIDENT AND LEGAL 
COUNSEL OF THE RETIRED OFFICERS ASSOCIATION; ACCOM- 
PANIED BY REAR ADM. ALLEN P. MULLINNIX, UNITED STATES 
NAVY, RETIRED, ASSISTANT LEGISLATIVE COUNSEL 


Captain WILLensucHer. I shall read a short statement which would 
have been presented by Lt. Gen. Willard S. Paul, the president of the 
Retired Officers Association, but it was impossible for him to be here. 

The Retired Officers Association is grateful for the invitation to 
appear here today on the question of survivor benefits for members 
and former members of the uniformed services. 

Members on active duty: The recommendations of the Kaplan 
Committee, as found in Senate Document 89, part 2, 83d Congress, 
will, if enacted, provide a uniform and realistic program of benefits 
for the survivors of members of the uniformed services who die while 
on active duty. It would remove existing inequities and settle many 
difficult situations which have arisen in the past. 

In addition to the basic benefits which this legislation would pro- 
vide, it is proposed that members of the uniformed services be 
blanketed under social security on a contributory basis. The asso 
ciation believes it to be desirable that such benefits accrue to the 
members of the uniformed services and to their survivors and that 
they should contribute to this program as do others who are covered 
under it. 

The 6 months’ death gratuity should be continued and it should 
be extended to Public Health Service personnel, the only one of the 
uniformed services to which this benefit has not been extended. This 
should be included in the proposed legislation for all of the uniformed 
services on a basis of equality. In addition to exte nding this benefit 
to survivors of the Public Health Service personnel who die while 
on active service, there should be a provision extending this benefit 
retroactively to July 4, 1952, the date upon which the Public Health 
Service lost its military status. Prior to that date the survivors of 
deceased Public Health Service personnel received the 6 months’ death 
gratuity in view of their military status, but since that time such 
survivors have not received it. There are approximately 15 widows, 
or other survivors of personnel of the Public Health Service who 
died in the service of their country, who have not received this gra 
tuity. The establishment of a maximum and minimum payment 
under this provision effective after the enactment of the act is fair 
and equitable. The proposed benefits in the form of compensation 
payments to survivors of those who die while on active duty, con- 
sisting of 80 percent of the first $100 and 20 percent of the remainder 
of their gross pay, fall short of the benefits which accrue to sur 
vivors of those who are covered under the Federal E mployees Com 
pensation Act, but if based on gross pay as proposed, seem to be 
reasonable. 

It is noteworthy that the Department of Defense recommended 
compensation payments at the rate of 80 percent of the first $100 
and 40 percent of the balance, but to be based on basic pay. The 
benefits proposed by the Kaplan Committee, since they are to be 
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related to gross pay, would be substantial, but somewhat less than 
the amounts which would have resulted had the Department s 
formula been accepted. 

Subject only to the above-mentioned recommendation with refer 
ence to retroactive legislation to extend the 6-months death gratuity 
credit to the survivors Sof the Public Hes ne Service personne! who die d 
while on active duty since July 4, 1952, the association has no specific 
recommendations to make at this time and will fully support the pro 
posed legislation. 

Retired members: Public Law 239, 83d Congress, was enacted to 
permit retired members of the uniformed services to elect certain op 
tions with the effect of sharing with their survivors the retired pay 
to which the y were entitled during their lifetime. Its purpose wa 
to afford a degree of security not theretofore existing for the survivors 
of this group of indivi if di als Our ASSOC lation belie ves this law failed 
to accomplish its obvious purpose as something less than 10 percent 
of those members of the uniformed services who were in a retired, 
status on the effective date of the act elected an option under the act. 

Mr. Teacur. May I ask a question? 

Captain Wittensucuer. Yes, sir 

Mr. Treacue. If my information is correct, in an area like Washing 
ton, a great number of the officers took advantage of this, but in the 
outlying districts they did not. Do you think it was because of a lack 
of information, or something about the law, or what? 

Captain Wittensucuer. I hardly figure a lack of information be 
cause the Department sent a communication to each in ee retired 
officer no matter where he lived. It may be that living in tl e proxim) ty 
of Washington, they had opportunity to talk to the eile in the de 
partments and saw the benefits and they may have extended them 
selves somewhat more than the others, but we find in our membership 
of almost 23.000 people there is a definite fooling that the costs are 
much too high as they are geared on actuarial principles, and the serv- 
ices are required to pay all the cost except the overhead cost. In every 
other program we know of in the Government part of the cost is un- 
derwritten, or absorbed by the Government. This is the only one of 
comparable programs where the indiv iduals have to pay all of it. We 
think it a very fine step in the right direction. but » feel if the ob- 
jective was, as we thought, to reach a large perce ‘ait of the retired 
groups, it fell short of doing it by 90 percent or more. 

Mr. Bares. Did you make that original point before the Armed 
Services Committee ! 

Captain Wrttensucner. I am sure we did. We pointed out that 
there should be some portion of the cost borne by the Government. We 
did make that point. 

Mr. Bares. Did we not extend the period of time for that decisior 
to be made? 

Captain Wiuexsccner. That was for the active-duty people. 
There was an extension of time. Whereas it was easier to get the 
information to the retired people because it was through a mailing, 
there was less opportunity in the 6 months’ period to get it to the 
people on the active lists and that extension was made to give the 
services more opportun! itv to encourage those on the active duty list 
to make their election within that first 18- year period. 

Mr. Bates. But more important, to disseminate the information ! 
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Captain Wittensucuer. That was important, but the time wa 
not extended to those on the retired list. There was enough time for 
them to learn about it. Perhaps if there had been more time more 
people would have come under the program. I, myself, went under 
the program, and my pay is reduced by approximately $100 a month, 
so that my widow, if I die before my wife, would receive about $100 
a month. I thought that I was able to afford it, but most people 
felt that they were not able to afford it, 

Mr. SATES. Your point has been e tablished You may proceed 


Captain Wintenpucuer. | shall not read the rest of my statement 
on the question of retired people. I will let that go into the record 
because the remainder | only additional upportil vy inlormatiol 


(The remainder of the statement 1s as follows:) 


No one seriously doubted the worth of the plan bie enacted Phe failure 
of so many to avail thetmselve of it benelll as due mn our opini to the 
prohibitive cost Since the average retired pay is in the order of $2400 a yeur 
and since that pay constitutes the sole or principal source of Income for a large 
portion of the group, it Was literally impossible for the member involved to 
curtail their living expenses to take advantage of the benefits of the Uniforined 
Services Contingency Option Act Phi tenimed partially from the fact that 
three sets of tables were calculated (1) Covering those retired for pl ‘ 
disability, which apply alike to those previously retired and those who retire in 
the future; (2) applying to those retired before May 1, 1054, for reasons other 
than physical disability: and (5%) for those retired after April 30, 1054, for 
reasons other than physical disability As between these last two tables there 


is a differential in favor of those in group (3) of approximately one-quarter of 
the cost, 1. e., those In group (2) pay thirty-plus percent more than those in 


group (3) This distinction is difficult to understand or to justify, and it 


the belief of the Retired Officers Association that the intent of the Congre hen 
enacting Public Law 239, 83d Congres Vas that there be but one table, appli 
ble to all. The association recou;mmends that consideration be given to reeal 
lating the tables with one set of figur« to include all eatevories, and ithout 
giving consideration to the physieal condition of any retired member Phin, the 
association believes, was clearly the intent of Congress, as no medical examl 


tion was required by the act for any member to elect an option under it 
provisions 


At the hearings on the bill which became Publie Law 239, 83d Congre thie 
Retired Officers Association recommended that the Government assume some 
substantial portion of the cost of the plan, as it does not under other comparable 
survivor-benefit plans. The association renews this recommendation now if 
this were done, it would be necessary to establish another ! ted me ir yt 
retired members could elect an option, and it is the judgment of the 4 
that many more people would avail themselves of the benefits of the plan, if t! 
costs were decreased, and so protect their urv) r us thie Tigina pte 
of the legislation that they should be able to d 

Under the rates which now exist o1 those whose income rge enoug 
participate in this program have found it possible to d 0 In other ords, the 
who most need the benefits were unable t ava the! ‘ ( [ 

A further consideration is that there appears to be no governmental prog 
annuities or insurance benefits in which the Government do« t bear 

tial part of the basic cost. In programs such as these it Ol the military wt 
is asked to hear the full costs Our association recommends that there bk 
reconsideration of this former legislation and that plan be devised under w 
it can be made available to our retired military personnel an rvivors 
smaller cost. 

Our association appreciates this opportunity to-’express its views or 


important legislation before this committee 

Thank you 

Captain Wittensucuer. I do wish to make t ervatir { 
resulted from testimony this morning. 

This morning the Genera] Accounting Office in its testimony recor 
mended social-security payments to retired personnel of the uniforms 
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services should not be additive to existing retirement benefits for 
members of the armed services. Social-security coverage is the result 
of payments by the individuals concerned. Therefore, such benefits 
are a matter of right resting in fact in contract. 

We know of no single instance where individuals who receive such 
benefits, social-security benefits, are required to have other income 
reduced. Social-security benefits are receivable by all individuals 
who are entitled to them in addition to any other income, retired pay, 
pension, or annuity, Why it should be suggested that retired person- 
nel of the uniformed services be singled out for retired-pay reductions 
if they receive social security is to say the least not understandable. 

We, the Retired Officers Association, of course, strongly oppose any 
such discrimination. 

Mr. Bares. I realize that you have not had time to fully develop 
your thoughts on a problem that just became available to us this morn- 
ing. Would your association at this time be in a position to take a 
stand on the question of denying OASI credits for retirement pur- 
poses, but take them for survivor purposes if the premium were re- 
duced from say 2 percent to 1 percent ¢ 

Captain Wittensucuer. I think if they are going to be covered, 
why not the 2 percent, and let the settee! be covered? Retired 
pay as such, in some instances, is very substantial; in many other 
instances it is woefully inadequate. I think it averages about $2,400 
a year. In this day and age it is comparable to what "$800 used to be, 
and I think as long as they are covered in social security, why not 
let them be covered all the way ? 

Mr. Bares. Give some thought to that, and send a statement to 
that effect to the committee. 

Captain WiLLensucuer. I certainly will. 

Mr. Harpy. I think that we ought to bear in mind a social-security 
proposition is a contributory proposition, both on the part of the 
Government and the employee, whether it be a serviceman or other- 
wise. That applies generally as far as social security is concerned. 
That is the reason I think there might be considered to be some justi- 
fication for 1 requiring an option, so to speak, as between retired pay 
and social-security pay. It would be based upon Government con- 
tributions rather than strictly an individual contribution. 

Captain WILLensBucHeER. It is interesting to note in this particular 
proposal, I believe, there was no provision for the corresponding Gov- 
ernment contribution, but only the contribution by the individual. 
However, that is a detail. 

Mr. Harpy. I think that you must have misunderstood that. I 
did not understand it that way. 

Captain Wittenesucuer. Perhaps I am mistaken about that. 

The chairman has asked our association to give some thought to it, 
and we shall write a letter, and our reasons in support of whatever 
recommendations we make. I believe now it should be said that they 
should be covered for both. 

Mr. Bares. Consider the pros and cons and give us your thoughts. 
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(On December 1 the committee received the following letter from 
the Retired Officers Association. ) 
RETIRED OFFICERS ASSOCIATION, 
Washington, D. C., December 1, 1954 
Hon. WILIAM H. Bates, 
Chairman, Select Committee on Survivors’ Benefits, 
House of Representatives. 

DEAR Mr. CHAIRMAN: During the testimony of the Retired Officers Association 
before your committee on November 18, 1954, occasion was taken to oppose the 
suggestion made by the General Accounting Office that any social-security benefits 
which might accrue to retired members of the uniformed services at age 65 should 
not be additive to retired pay. You asked that we give further consideration to 
this question and write a letter stating our views. This letter is responsive to 
that request. 

You also requested the association to consider the possibility of reducing the 
percentage of contribution by the retired member into the social-security fund to, 
for instance, 1 percent, and cover members of the uniformed services into that 
program only for the part relating to survivors’ benefits. 

After due consideration the association adheres to its previous statements. 
The primary purpose of blanketing members of the uniformed services under 
social security is twofold: (1) to provide continuing coverage for noncareer 
personnel comparable to the coverage they would have in industry: and (2) to 
provide protection for their survivors under the conditions contemplated by the 
social-security system. Since Mr. Kaplan and his Committee found that less 
than 1 percent of the members now entering the uniformed service would remain 
in the service until they become eligible for nondisability retirement it may be 
seen that the relative number who would thus become eligible for social-security 
payments in addition to retirement pay is very small Furthermore, having 
paid into the social-security fund for all the years of a member's active duty, he 
would seem to have bought the right to receive payment, regardless of the fact 
that the Government, exactly as any other employer, has contributed also to his 
benefits. 

An additional reason for allowing the individual to add the social security 
due him at age 65 to his other income is that as old age approaches one’s necessary 
outlays may be expected to increase, especially for medical expenses, including 
hospitalization and in many cases domiciliary care. Finally, there appears to 
be no supportable reason why the uniformed services should be singled out as 
the only ones who, having paid into the fund the necessary length of time, would 
not be eligible for the benefits in addition to any other retirement income of 
whatever nature. 

It would appear that although it might be possible to adopt a system under 
which the member paid in to the fund a reduced percentage and was provided 
only with the survivor benefits portion of the old-age and survivor insurance 
plan, we believe this is both undesirable and impracticable. Nor, from a morale 
standpoint, could these groups of personnel understand such a differentiation. 

If the members of the uniformed services are to be covered at all, it is our 
position that they should be fully covered. Also, it would be difficult, if not 
impossible, to segregate the part of the social-security tax which is attributable 
to the survivors’ benefit part of the plan. For these reasons the Retired Officers 
Association takes the position that members of the uniformed services should be 
blanketed into social-security on a contributory basis, as recommended by Mr. 
Kaplan, without reservation of any kind. 

If a career member who remains in the service until he is retired should 
have his retired pay reduced by the amount of social-security benefit to which he 
became entitled at age 65, it would, in effect, follow that part of his retired 
pay would then be in fact put on a contributory basis, in spite of the fact that 
it is well understood that the pay scales are reduced to provide for the equivalent 
of a contribution to one’s retired pay. Thus, were the suggestion of the General 
Accounting Office adopted, the members who remained in the service until retired 
and who lived to age 65, would, in effect, have contributed twice to that part of 
their retired pay attributable to social security 

In its statement the association opposed the suggestion of the General Account 
ing Office that there be established a flat sum to represent the present death 
gratuity. The association takes the position that due to different economic con 
ditions existing during the lifetime of members of different ranks and grades, 
and the resulting probable differences in the immediate needs of the survivors 
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upon a member's death, the death gratuity should take the general form as 
suggested by the Kaplan report, to consist of 6 months basic pay of the deceased 
member, payable immediately to his survivor, but with reasonable maximum and 
minimum limits provided. This would accord with well-established concepts in 
this regard, but with a floor and ceiling as suggested. 

During this part of the discussion you propounded a hypothetical question, 
asking, in effect, if our association would approve a flat death gratuity if the 
other benefits were adjusted to compensate for that provision. In reply to this 
question we can state only that if the ultimate goal is accomplished of providing 
adequately for survivors of members who die on active duty, the means to the 
end are immaterial. However, after considering all the factors, we believe it 
is more desirable to continue the graduated 6 months’ death gratuity, so that 
there may be provided a reasonably adequate immediate benefit at death which 
we all know is so much needed at such a dire time. 

The association opposes any suggestion that there be a setoff against the 
benefits accorded survivors of deceased military personnel for payments made 
to them under the terms of United States Government life insurance or national 
service life insurance. The point has been made that, if a member who holds 
a NSLI policy dies while on active duty due to an extrahazardous cause, the 
indemnity is paid by the Treasury and not by the NSLI fund. In spite of this 
fact, and regardless of the source of the payment or any other factor, it is the 
opinion of the association that after an individual has paid premiums at the 
established rates for a period of time, his designated beneficiaries should receive 
the proceeds of the policy without penalty to other payments to which they might 
become entitled. The right rests in contract, and to set off the benefits against 
other payments would be an abrogation of that contract. Such action would 
penalize the thrifty individual, who has planned an estate for his survivors and 
would favor the one who made no such provision for his dependents, 

In the statement of the association before your committee attention was called 
to the fact that the Uniformed Services Contingency Option Act of 1953 (Public 
Law 239, 88d Cong.) has failed in its hoped for and expected result, in that 
less than 10 percent of the officers who were in a retired status on the effective 
date of the act elected an option to provide for their survivors. This beneficial 
law was intended to reach those who needed protection for their survivors. It 
was stated that the small percentage of participation was undoubtedly due to 
the relatively high cost, which put the plan beyond the economic ability of most 
retired personnel. This stemmed from the fact that the participant in the pian 
was required to pay the full cost (except administrative expenses) on an actu- 
arial basis. You asked if our association had pointed this probable effect out 
to the Armed Services Committee during a hearing on H. R. 5304 which became 
Public Law 239, 883d Congress. In the statement of the association during that 
hearing it was stated that thé costs under the proposed plan would destroy the 
opportunity for the benefits intended for the vast majority of members here- 
tofore and hereafter retired. The Retired Officers Association recommended 
at that hearing that the Government assume part of the cost, as it does in all 
comparable systems, Although this question is not specifically before your com- 
mittee at this time, and is not covered by the Kaplan report (S. Doc. 89, pt. 2), 
the Retired Officers Association recommends your report contain observations 
as to the meager participation in the plan by retired groups, and the reasons 
therefor. 

We hope the foregoing comments may prove beneficial to the deliberations 
of your committee, and if the Retired Officers Association can assist you further 
in any way whatever, we would be delighted to undertake to do so. 

Sincerely, 


W. S. Paut. 


Captain Wittensucuer. I have another observation: We also 
oppose the suggestion made this morning that there be a flat standard 
gratuity of $1,200, or whatever in the wisdom of the committee it 
inight be. The proposal that the same gratuity eee be given to the 
survivors of all regardless of rank, responsibility, or the economic 
necessities which grow out of those factors, that tink not appear in 
any way justifiable, as we see it. 

The present proposal places a floor under, and a ceiling over, such 
payments. We approve of that and urge that the committee adopt 
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that as the plan rather than a flat amount that would go to all re 
gardless of he positions they might hold. 

Mr. Bares. That is only one part of an overall program. Some 
adjustment in other aspects in the program might have an effect on 
1 thinking in that particular area; is that correct ? 

Captain Wittensucuer. I think that is correct except for this 
Regardless of what retirement pay may be, or social-security bene tits 
may be, this provision, as I understand it, for a gratuity was so that 
widows, and especially those on distant stations, would have some 
money immediately to tide them over during the period of travel 
back home, the settlement of estates and other such serious problems 
that come with the death of those upon whom they rely. 

Mr. Bares. There is only so much needed immediately, and once 
that basic amount is given adjustments in other portions of the pro 
gram might make up the difference ? 

Captain Wittensucuer. I think if the program were devised which 
would be considered very adequate, and this were cut down because 
of that, I would agree with you, certainly, it would have its relation 
ship to other parts of the program. 

That completes my statement for the Retired Officers Association. 

Mr. Carnes. May I ask a question in regard to the statement that 
you have just made. You said the 6 months death gratuity ceased as 
of what date? 

Captain Wittensucuer. That is the Public Health Service people 

Mr. Carnes. What date? 

Captain Wittensucuer. The Public Health Service is not a mili 
tary service. It is not in the term “armed services.” It is one of the 
uniformed services, and during wartime under the law the President 
has the authority to place the Public Health Service under military 
status. The President did so during the war, and that status ceased 
as of July 4, 1952. 

During their military status these widows of the Public ain 
Service officers who died on active duty received the gratuity, but be- 
ginning with July 4, 1952, they did not. 

Mr. © ARNES. They were also eligible for VA compensation; were 
they not ? 

Captain Wittensucuer. No more nor less than people in the armed 
services themselves. 

Mr. Carnes. But they were eligible for that? 

Captain WitLenBucuer. Yes, but if they were not eligible for that, 
and if their death did not come—— 

Mr. Carnes. Pardon the interruption, but were they eligible for 
the $92.50 gratuitous indemnity ¢ 

Captain WitLensucuer. During their military status, yes, but 
afterward, no. 

Mr. Carnes. Did they merely detail a few individuals on military 
status, or did they blanket the whole service in in time of war? 

Captain WILLENBUCHER. z hey blanketed them in. 

Mr. Carnes. Since July 4, 1952, have all the peop! le in the Public 
_ ilth Service been eligible + FECA payments? 

Captain Wittensucuer. They have been eligible for FECA pay 
ments, but FECA payments only 


go to those who die because of 
occupational hazardous causes. 
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Let me give you an example of two people. One dies of a heart 
attack while at his desk and another dies of a heart attack while 
he is out in Indochina doing some kind of duty for the Public Health 
Service. 

If it is found in the case of No. 2 that it was because of the duty 
he was performing, then his widow would get FECA payments, but 
in the case of the other one sitting in the office at Washington, if 
the heart attack was considered one that would come up in more or 
less normal causes, there would be no payments at all. It was as 
often as not that people who would be eligible for it potentially 
would not receive FECA payments because the death would not be 
an occupational hazardous death, It is that kind of statute. 

Mr. Carnes. Under the Kaplan committee’s proposals, and the 
Department of Defense’s draft bill, is it not embodied in there that 
the Public Health Service would be placed under this new compen- 
sation bill? 

Captain WILLENBUCHER. Well, it would appear so from the title, 
but the difficulty is that in some of the language, and I think rather 
because of error than intention, they use the term “military service.” 
In other words, the military services have the 6 months’ death gra- 
tuity; therefore, they say “military services” when they should have 
used “uniformed services.” Military service is a word of art; armed 
services is a word of art, and in the tax bill they said “armed services” 
when I think they wanted to take art income credit benefit away 
from the uniformed services, so we have the curious situation that 
the Public Health Service and the Coast and Geodetic Survey did 
not have the tax credit denied them, but only those in the armed 
services, because that was the language. 

Mr. Carnes. In testimony by the Department of Defense they say 
if their draft bill be put into law the Public Health Service would 
be a unit, and the Coast and Geodetic Survey as a unit would be 
covered under the new survivor-benefit program being advocated. 
They no longer will be eligible for any FECA benefits. 

Captain Wittensucuer. I think that it would be good, and of 
great benefit to them because these payments would come regardless 
of the nature of the death. They would be much less, but they would 
be there for them during the service of these people. They would 
not have to wonder what was going to happen to their families and 
wives and children if they should die in the service of their country. 
This is one of the best programs I have ever heard of. 

Mr. Carnes. You would rather see the Public Health Service under 
VA compensation and the broad new compensation program than to 
remain under FECA ? 

Captain WitLtensucuer. That is my feeling as a national counsel 
of the Commissioned Officers Association of the Public Health Service. 
I speak as their national counsel. 


STATEMENT OF CAPT. FRANZ 0. WILLENBUCHER, UNITED STATES 
NAVY (RETIRED), NATIONAL COUNSEL OF THE COMMISSIONED 
OFFICERS ASSOCIATION OF THE PUBLIC HEALTH SERVICE 


Captain WiLLensucuHer. I am speaking now as national counsel of 
the Commissioned Officers Association of the Public Health Service. 
I shall not read my prepared statement but submit it for the record 
because I have covered the whole thing. 
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(The statement referred to is as follows :) 


STATEMENT OF THE COMMISSIONED OFFICERS ASSOCIATION OF THE PUBLIC 
HEALTH SERVICE 


The Commissioned Officers Association of the Public Health Service appreci 
ates this opportunity of appearing before the Select Committee on Survivors 
Benelits. 

At the outset, the association wishes to say that, in its opinion, no more impor 
tant proposal for the personnel of the uniformed services could be considered at 
this time. The recommendations of the Kaplan Committee (S. Doc, 89, pt. 2, 
83d Cong.) constitute the first comprehensive suggestion for the establishment of 
a sound and uniform policy of survivors’ benefits for the survivors of those whe 
die while in the service of their country in the Army, Navy, Marine Corps, Air 
Force, Coast Guard, Coast and Geodetic Survey, and the Public Health Service, 
to service in the last-mentioned of which the members of our association devote 
their lives. 

Our society is progressively becoming more conscious of the essential necessity 
of providing for the economic survival of the families of those who die prema 
turely while in gainful employment, upon whom they must rely for their very 
existence. This proposal will accomplish that for those who must depend upon 
members of the seven uniformed services who serve on active duty. It, therefore, 
has the full support of the Commissioned Officers Association of the Publi 
Health Service. 

This proposal evolved from original studies and recommendations within the 
executive branch of the Government in which all seven of the uniformed services 
cooperated, The plan, thus prepared, was considered, revised, and submitted to 
the Congress by the Kaplan Committee. 

Although this plan is, no doubt, intended to apply uniformly within each of 
the services, some of the language in the report (S. Doc. 89, pt. 2, 838d Cong.), 
unless read with that purpose in mind, might, in some respects, result in inequity 
in its application. 

It is not the purpose of this statement to analyze the report from that stand 
point, in detail, but it is the purpose of this appearance to urge the committee 
to apply the provisions of this plan to the members of all services and their sur 
vivors with equality. 

Our association is aware of the statement of the Retired Officers Association 
and concurs, in general, with its contents, both with reference to the observations 
made by that association as to “members on active duty” and “retired members.” 

The Commissioned Officers Association of the Public Health Service wishes to 
point out one field in which equality of treatment will not result, unless the situa 
tion is understood and care is exercised to establish and maintain equality of 
application. This relates to the 6 months’ death gratuity. 

For many years, the widows or other survivors of military personnel who die 
While on active duty have received a gratuity of 6 months’ pay of the deceased 
member. So too, have the survivors of such members of the Coast and Geodetic 
Survey received this important benefit. Present law now provides this allowance 
to the survivors of the members of those six services. 

Of the seven uniformed services, although they are all associated for pay pur 
poses under the same laws, serve under comparable conditions, have similar 
retirement systems, and share identical economic problems, the Public Health 
Service alone has not been included in permanent legislation for the 6 months’ 
death gratuity. 

During World War II, while the Public Health Service was, under Executive 
order, in military status, the 6 months’ death gratuity was extended to the 
widows and survivors of members of the Public Health Service who died while on 
active duty. However, on July 4, 1952, the military status of the Commissioned 
Corps of the Public Health Service ceased and, since that date, the 6 months’ 
death gratuity has not been applicable. Since that time there have been 11 
deaths of members whose widows or other survivors have been denied this im- 
portant aid. Two of these deaths took place in Indochina and one in Italy where 
the officers were serving on foreign duty. 

Obviously, this situation needs correction. Not only should the Public Health 
Service be included in any legislation which may deal with this subject, but such 
legislation should contain an appropriate retroactive provision to include the few 
cases which may have developed since July 4, 1952, and prior to the enactment 
of corrective legislation. This is essential to the problem and it is germane to 
the proposed legislation now under consideration by the committee 
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During the present Congress two bills have been introduced to accomplish this 


purpose, S. 2831, introduced by Senator Purtell and H. R. 7396, introduced by 
Representative Wolverton. They are companion bills. It is desired to include 
a copy of S. 2831, in the record for the information of this committee. 


“A BILL To provide for the payment of death gratuity benefits in the case of Commissioned 
Officers of the Public Health Service 


“Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That the provisions of the Act of June 4, 
1920 (34 U.S. C. 948), relating to the payment of a death gratuity to dependents 
of Commissioned Officers and other personnel of the Navy or Marine Corps, as 
amended or as hereafter amended, shall apply to Commissioned Officers of the 
Public Health Service, except that the duties and obligations imposed in said 
Act upon the Secretary of the Navy are hereby imposed for the purposes of this 
Act upon the Secretary of Health, Education, and Welfare, who shall cause the 
necessary payments to be made from funds appropriated for the Public Health 
Service: Provided, That the provisions of this Act shall be effective from July 4, 
1952.”’ 

If this matter is dealt with in legislation recommended by this committee, it 
will make other legislation unnecessary. 

The Commissioned Officers Association of the Public Health Service strongly 
supports the proposed plan of survivors benefits for the uniformed services and, 
subject to the comments in this statement, urges that it be favorably considered 
by this committee. 

Mr. Bares. You have made a very fine presentation. 

Captain Wrtenspucuer. Thank you, si. 


STATEMENT OF JOHN R. HOLDEN, NATIONAL LEGISLATIVE DIREC- 
TOR, AMVETS, ACCOMPANIED BY RAYMOND C. WINTERBOTTOM, 
ASSISTANT NATIONAL SERVICE DIRECTOR 


Mr. Houpen. Mr. Chairman and members of the committee, and 
Mr. Carnes, we appreciate this opportunity to express the views of 
AMVETS on the matter of survivor benefits to Armed Forces per- 
sonnel, We have reviewed the Kaplan Committee report and are pre- 
pared to offer some comment upon it. We can well appreciate the 
time and effort Mr. Kaplan and his associates have devoted to an 
exhaustive study of survivor benefits for members of the uniformed 
forces. We commend them for their efforts to solve this complex 
problem. However, we cannot endorse the report in its entirety. We 
feel that certain portions of the report merit this committee’s con- 
sideration, while other features are objectionable to AMVETS. 

We concur with the Kaplan Committee recommendation for re- 
vising the death gratuity benefit administered by the Department of 
Defense to provide a minimum payment of $1,200 and a maximum of 
$3,000. The present minimum payment of $468 is too low and the 
maximum of $6,857 is more than enough to take care of the readjust- 
ment of dependents. 

We believe that the proposed plan for full participation in the 
OASI program is sound. It will permit Armed Forces personnel to 
contribute and receive wage credits on the same basis as civilian par- 
ticipants in the program. The attendant costs will also be borne by 
the employer and the employee in the same manner as civilian 
participation. 

We cannot, however, subscribe to the proposal that the service- 
men’s indemnity is eliminated. This benefit was placed on the statute 
books for a very definite reason. It was adopted to replace the na- 
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tional service life insurance program then in effect. Call it what you 
will—gratuity, indemnity, or insurance—the fact remains that it 
serves as an effective substitute for the insurance it is virtually im- 
possible for a serviceman to pure hase during time of war or emergency 
because of the extra hazards of his occupation. 

We, therefore, view with apprehension any proposal that would 
treat the indemnity program as a gratuity to be integrated into a 
revised service ¢ ompensation benefit. We recognize the fact, however, 
that the present classification of potential beneficiaries may be in need 
of some revision. If the committee feels that some restrictions should 
be placed on the entitlement to this benefit, we would suggest that 
the existing classes of beneficiaries be maintained, but that brothers 
and sisters be required to establish dependency unless designated as 
beneficiary by the insured. It is the considered opinion of AMVETS 
that the servicemen’s indemnity has in its short span served a very 
useful purpose in affording insurance protection to service personnel. 
We, therefore, strongly urge this committee to recommend against 
its elimination. 

We are of the opinion that adoption of the proposed service-com 
pens: ition program will add to the difficulties of administering sur vi- 
vors’ benefits rather than reducing them. It will burden the Veterans’ 
Administration with an entirely new and different criteria for adjudi 
cating in-service death claims without eliminating any proce dures 
currently in effect for adjudicating death claims of former servicemen. 

The present structure of death compensation benefits as adminis 
tered by the Veterans’ Administration is sound. It recognizes the 
dependency of children and parents even when there is a surviving 
spouse by providing additional payments to these groups. We respect 
fully urge that this program be continued. 

For the information of the committee, we wish to explain that 
AMVETS’ position on matters pending before congressional com- 
mittees is governed by mandates adopted at our annual national 
convention and regularly scheduled meetings of the national executive 
committee. In the absence of a specific mandate on the question of 
eliminating a reservists’ right to benefits under the Federal Employees’ 
Compensation Act, we cannot offer any recommendation. We recog- 
nize the fact, however, that an obvious disparity exists, and that cor 
rective action should be recommended by this committee. 

I might digress for a moment, Mr. Chairman, and state that our 
national executive committee is meeting in Washington on December 
11 and 12, and I will attempt to obtain some concrete recomendations 
at that time to bring back to the committee. 

Mr. Bares. Fine; we will appreciate that, Mr. Holden. 

Mr. Houpen. During yesterday’s testimony, the question of getting 
eligible persons to apply for benefits to which they are entitled was 
discussed. The spokesman for the Department of Defense indicated 
that service personnel receive information on survivor benefits during 
boot camp or basic training. We feel that orientation and education 
on this subject should be a continuing process, much in the same man- 
ner as the old Articles of War were required subjects at periodic 
intervals. 

This alone is not the answer to the problem. Contact representa- 
tives of the Veterans’ Administration and representatives of other 
benefit agencies whose duties include talking with applicants for 
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benefits should be thoroughly versed in benefits administered by all 
agencies and should have the necessary forms available for benefits 
administered by other agencies as well as their own. 

Unfortun: itely, even then we have not reached all potential bene- 
ficiaries. We feel that many of these people are not responding 
because of a reluctance to transact business by mail. 

In an effort to help alleviate this problem, AMVETS have long 
recommended an expanded Veterans’ Administration contact service 
rather than through the mail. It is hope that the Veterans’ Admin 
istration will adopt this recommendation. 

Mr. Bares. Are there any questions? 

Mr. Harpy. Mr. Holden, I noted your comments about the gratuity 
if a substitute for NSLI and the monthly payments were instituted, 
you realize that those monthly payments continue on only for a period 
of 10 years, as you know, under the gratuitous indemnity. 

Mr. Howen. Yes, sir. 

Mr. Harpy. I am wondering whether you still think it is preferable 
to continue the gratuity indemnity with the $92.90 per month for 10 
years, or whether it might be better to include that figure, or include a 
figure, to offset that in monthly compensation ¢ 

Mr. Hovpen. I do not believe, Mr. Hardy, that the indemnity should 
lose its identity and be included into compensation benefits. Am I 
answering your question ¢ 

Mr. Harpy. Except that I do not quite follow you. It does not make 
any difference whet her you call it Then or a rabbit, if it is the same 
thing, and serves the same purpose, and has the same effect. I do not 
see where there is any particular advantage in continuing to call it an 
indemnity if you make « compensating adjustments i in other funds. 

Mr. Carnes. The point that Mr. Hardy, if I may interrupt—— 

Mr. Harpy. Go ahead. 

Mr. Carnes. The point which Mr. Hardy is making is with refer- 
ence to your statement on page 2, I believe, where you say in your 
first paragraph : 

We cannot, however, subscribe to the proposal that the servicemen’s indemnity 
be eliminated. 


Then, at the beginning of the next paragraph you say: 


“ 


We therefore view with apprehension any proposal that would treat the in- 
demnity program as a gratuity to be integrated into a revised service compen- 
sation benefit. 

That is the same thing which we have explored several times before, 
Mr. Holden. 

Is your testimony here today to the effect that, regardless of how 
much this committee may recommend or how much the Congress itself 
may enact, and increase the veterans compensation payments—regard- 
less of how much they may increase them, that you still feel that the 
identity of the Veterans’ Administration indemnity program should 
be maintained? That is, if the Congress were to increase the Vet- 
erans’ Administration compensation by an amount more than the 
present indemnity, you feel that it would be best to still maintain 
separate indemnity payment and have it labeled as such, where the 
surviving widow must file 2 claims, 1 for compensation and 1 for 
indemnity, and where she would receive 2 checks from the Federal 
Government ¢ 
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In other words, you want to keep the identity of the indemnity 
program ? ‘ 

Mr. Howpen. Yes, sir; because it has always been an established 
fact that because of the inherent risks in military service the man can- 
not get insurance which civilians could get. 

Mr. Carnes. We realize that, and the recommendation may well 
take that into consideration, and subsequent legislation may well take 
that into consideration. 

The point we are making is this: Suppose the VA compensation is 
currently $130 a month, and the gratuity indemnity instead of being 
$92.90 over the life span would be $70 a month, that would be a pay- 
ment of $200. The committee has given some thought to this, and 
some people have suggested that the compensation rates be upped if 
the indemnity is disposed of. So, therefore, the widow would only file 
for a compensation claim which, instead of being $130 a month, would 
be $200 a month, but she would no longer get any indemnity, because 
the indemnity feature would be embraced in the VA compensation 
in the upgraded payment. 

Your position is that, regardless of how much it is raised, you want 
to continue the identity of the separate program ? 

What is the purpose in merely having 2 separate claims, and 2 sepa- 
rate checks ? 

Mr. Hoxiven. We want to protect the insurance provision of the 
indemnity and not have it integrated as a benefit which can be taken 
away and added to, as the cost of living increases. 

Mr. Carnes. Well, it could probably be more easily taken away as a 
separate adjunct to the VA compensation program than it could as a 
part of the whole. 

Mr. Harpy. I have a little difficulty following this. 

Mr. Bares. You can take away free insurance just as well as you 
‘an take away anything else. The question is this: 

If a widow receives a check, what difference does it make what you 
‘all the source from which that money came? That is the issue. 

Mr. Hotpen. We feel, sir, that it should still maintain a separate 
identity apart from anything which you might do in the way of com- 
pensation. There should be an insurance provision where that man 
is entitled to name a beneficiary to receive that benefit. 

Mr. Harpy. Is that the key to what you are talking about ¢ 

Do you want to have an opportunity for the individual to name 
his beneficiaries, rather than having them prescribed by law ? 

Mr. Hotpen. No, sir; that is not the issue entirely ; that is partially 


~ 


it. 

Mr. Carnes. He says in his own statement here that they recognize 
the fact that the present classification of potential beneficiaries may 
be in need of some revision. 

Mr. Harpy. I have a little difficulty following that subject, that 
logic, especially since you have to file 2 applications now instead of 1, 
and also since under the terms of the gratuity indemnity, it runs out 
within a period of 10 years, and after that unless there is some adjust- 
ment made, the widow’s income is substantially reduced. 

Mr. Hoipen. We would look with some favor upon the serviceman 
being given an option to select the span of that payment, whether it 
be 10, 15, or 20 years. I do not think we would hold to a hard and 
fast rule of $92.90 a month for a 10-year period. 
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Mr. Teacvur. Why do you not explore this a little further, and when 
you bring up your other recommendations, cover that point also for 
us. It might merit your thinking. 

Mr. Hotpen. All right, sir. 

Mr. Carnes. We have had testimony presented and we have sub- 
stantiating evidence here this afternoon of it, of not just a few, but 
several cases, where widows have applied for the $92.90 who could 
apply for VA compensation, but for some reason have not applied for 
the VA compensation. 

By the same token, we have them who have applied for VA com- 
pensation, who are unquestionably eligible for the $92.90 because the 
man had no insurance and yet she is not receiving the $92.90. 

The proposal which we are exploring this afternoon would make 
such a situation impossible. 

Mr. Tracur. Instead of writing 2 checks, you would write only 1. 

Mr. Bares. Are there any further questions? 

If not, do you have any further comments, Mr. Holden? 

Mr. Hoipen. No, sir; but I shall be happy to submit that statement. 

Mr. Bares. We realize that a lot of these problems are new to you, 
and that we will have to get further statements from you as time goes 
on. 

Mr. Hoxtpen. It is a very complex problem. 

Mr. Carnes. Before we dismiss Mr. Holden, he being the first wit- 
ness of the veterans’ organizations, except Mr. Willenbucher, who told 
us in advance he was in a great haste to be excused, I would like to take 
about 5 minutes to give to the committee, as well as to those present, 
the results, Mr. Chairman, of some staff work which was done pur- 
suant to your direction, which involved a considerable amount of work 
on both the part of your staff, as well as considerable cooperation from 
all of the Government agencies. 

Pursuant to your direction, you will recall that you instructed the 
staff to obtain from the Department of Defense a master list of all 
deaths which occurred in January of this year, and then that after we 
obtained that master list, of all inservice deaths, in January of this 
year, we ascertained that there were 668 such deaths. 

We took that master list and prepared individual cards which we 
sent to the Veterans’ Administration, the Department of Labor, the 
Department of Defense, for the 6 months’ death gratuity, and the Vet- 
erans’ Administration, giving them the name, the serial number, the 
branch of service, and all of the information which they needed, such 
as the date of birth and the date of death. 

We also sent that information to the Social Security Administra- 
tion. 

Having done that, we asked each service to record on that card what 
payments, in dollars and cents, they were paying by virtue of that 
January death in August of this year. 

By the same token, we asked each of those agencies to record not 
only the payments they were making in August of this year, but also 
to record any lump-sum payments which had been made. 

When we got all that information back, the committee staff took it 
upon itself to assimilate and compile all that information, with the 
help of a statistician, which we employed, and that information has 
all been completed, and I want the gentlemen here this afternoon to 
have the advantage of that information or at least knowledge of it, as 
well as the committee as a whole. 

We will introduce it into the record at this time. 
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(The matter referred to is as follows:) 
Statistical data obtained from analyzing 668 inservice deaths which occurred 
in the month of January 1954 with the record date of payment being the month 


of August 1954 


6 MONTHS’ GRATUITY 


AY 

All services... : $874 4.14 $1. 484.06 
Officers 440). 4 rv; > 7 ve) 
Enlisted $33. 688. 18 l 8 

FEDERAL EMPLOYEES COMPENSATION A‘ 

All services. $2 3. Of $345. 04 
Officers... ~ , 24. 038. 07 358. TR 
Enlisted ‘ 2 19 202. 5 

VA COMPENSATION 

All services_..... $31, 484, 5 $107.09 
Officers 8 3. 00 { g 
Enlisted 22, 731. 50 17. 98 

VATINDEMNITY 

All services... .... aaa $26, 939. 2 gs 
Officers on ae 4 7M ; RR 69 
Enlisted ...........-. ‘acceded ‘ 22, 238. 87 s ; 

VA INSURANCE LUMP SUM 

All services. $1, 498, 481, 32 $8 143. 92 
Officers_. 411, 666. 66 9, 148 
Enlisted .. 1, O86, 814. 66 7, 818. 81 

VA INSURANCE—MONTHLY 

All service. ° : = $13, 560. 53 $105. 04 
Officers.- 8 FO. RR 162. U9 
Enlisted _. ; . 4, 969. 6: 6t 

SOCIAL SECURITY—LUMP SUM 

All services-_. enue ; sia : : $39 963. 87 $176. O5 
Officers... . 6, OR6. 28 89 80 
Enlisted .. i 23,8 ) 71.78 

SOCIAL SECURITY MONTHLY 

All services. ee . $12, 133. 2 $107. 37 

Officers. O9. BI 19. 23 


Enlisted _. : 33. 4 1. 86 
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Total disbursements by VA 


Compensation - i npeliiasaa RENT Sek ie as ae J $31, 484. 50 
Indemnity____- de ccitinicen tna ibis tebilenn deehlladc Uta ls edit tithe tp aly aint bieian ain 26, 989, 21 
Lump-sum insurance. absiedh te ba larkeatachtentndh Sadly bins ahhh damnininans e 1, 498, 481. 32 
Monthly insurance__- : ais le sae 13, 560, 53 


Total bs chinbidiat kde ia 1, 570, 465. 56 


All services: 
Air Force_- < ; ia 7 $351, 076. 88 
Navy —...- ick al dab ia cine NS gs aca SN a i i et 135, 300. 96 
Marines_._.._..__- siiiadina hens ltidietd 121, 657. 07 
Army Bs ae sa oh 208 er 255, 659. 09 
Coast Guard . aaa i 10, 420. 14 


i ee  ctnpananieeneineem : - 874, 114. 14 

isi ieriecnstnbrenitsisdancats niin tdtsinittelndiiadietchncthbiediniunbicaactt ‘i 1, 484. 06 
—— 

Officers : 

Air Force_. 4 3 bs ade acini atlen i ‘ 244, 490. 84 
I IN Ala i chen tlalalecctscledi hcesacdeen db hitiedndsodsced dct bck icin ede sack sock ah 64, 623. 84 
I ies caceninen idheined : . keh nthe 70, 449. 02 
Army i a i dae ate ales a 57, 830. 34 
Coast Guard ae aa ssdijekata et teiecacceia a 3, 031. 92 


"LOGOS attest i bistd death Aleiels ane a a 440, 425. 96 
Average ie nha ; GiincBidinia se 2, 701. 99 
Enlisted : 
Total : : eo aida tiie a 433, 688. 18 
Average nici Siete i Sek a sees ae 1, O18. 05 


All services: 
Marines______- ehiialstbdcitla chtain iadesniniaiaian eh dciocs 2, 488. 19 
Pe de a fide nite cindhdsshiesaiaiipdiaeisas iid aad wate 3, 312. 46 
PORE A 8 occas a iT lai eae Bead 3, 493. 94 
Air Worce........<- i eel eae eee entiaiette : 15, 958. 67 


ete we ee sdeacs tain watetee® ba eee ee 25, 253. 26 
Average per month__-_. . Sein dibnip hed See eraean 345. 94 





Officers : 
Marines___-_-__- asta bia eatiitaias eal Miishietiie cid 2, 488. 19 
ol ae aie aieon a i 3, 086. 79 
APO i ow dnt edncel é bebtndedaberidiealib ae bt Sendiaaeiea 3, 166. 98 
Dit: DORRD es Stee bing tcenthsbadhiecticn de wee 15, 346. 11 
INL II Ii nc sancnsnschiestiiactaninnengnetdicceiptniahsantene bias sah igen eu eaiaaiad bees 24, 088. 07 
Average per month______--______ Ligetangeacaune 358. 78 
Enlisted : 
NE, stint 8 tet “ sh iit nila thd deli eh eile iaf neces nia 1, 215. 19 
Average per month aie eee oe ae , ‘ ‘ 202. 53 


All services: 
tac sactiihic alee ates ithaca srs ceticcelteaeiaenlea titers $9, 171. 50 
Navy sp scedlinebenaiideniniend lesen ial iui atta ih tical 4, 356. 00 
Re a ten TR : asiphetiianeieahieiati aaa te ae 4, 731. 00 
Army ihc angel bcearaliavepey teeta tba toe aetlltiaks cid essays tp aivcniibhasese 12, 566. 00 


Coast Guard___-_- sti, Sos abd eiicid é me ive lets edie 660. 00 





Janko rpliamiiints 31, 484. 50 


pe al ; 
cde inniiapasingeiananetap hatte ican sibilities 107. 09 


BN ei te neetnicataons 
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VA com pe nsation Continued 
Officers : 


Air Force $5, 424. 00 
Navy -.- 1,511. 00 
Marines 2, 000. OO 
a 1, 743. 00 
Coast Guard 75. 00 

Total — S, 753. 00 
Average per month 141. 18 

Enlisted: 

Total 22, 731. 50 

Average per month : 97. 98 


V4 indemni 
All services 


Air Force SG, DOD. YO 
Navy 4,904, 12 
Marines . 3, 669. 55 
Army--_- = 11, 221. 53 
Coast Guard : 548. 11 

Total 26, 939. 21 
Average ‘ 86. OT 


Officers: 


Air Force_ eH 2, 229. 60 
I ie cain nliaiianin saidaiasa 1, 309. SY 
Marines___- idea s : nT. 40 
Army amdeeiarhous 7 603, 45 
Coast Guard 0 
Total 4, 700. 3 
Average per month 88. 69 
Enlisted : 
soem... 22, 238. 87 
Average per month-- ‘ , 85. 53 


VA lump-sum insurance 
All services ; 


Air Force __-- os lili ei $563, 666. 66 
Navy ‘ on 206, 314. 66 
Marines__-- ; ; 236, 000. 00 
Army ele i ; 191, 500. 00 
Coast Guard wna 1, 000. 00 
PO wititennes ‘ ‘eiiineiie 1, 498, 481. 32 
92 


AvVerere.....1..... ma snaiesaimuiion et al eae te 8, 143 


Officers : 


Air Force... 249, 666. 66 
Navy - 29, 000. 00 
Marines-_ al 60. 000. 00 
Army.-_- aesaiilbcoia _ 73, 000, 00 
Rn i 0 

EPS a a lina 411, 666. 66 
Average___ 9, 148. 15 

Enlisted: 

TE ici ie oe late , 1, O86, 814. 66 


Average 


ou iaienedinies pbthetainnsie 7, $18. 81 
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VA monthly insurance 
All services : 


Air Force aietiaeihaahie : — $5, 091. 35 
Navy ‘ SO1. 20 
Marines_-_-_- aun 8,331. 71 
a nen satnriinmabecn Filindoits 4, 240. 17 
Coast Guard 96. 10 

Total ——— 13, 560. 53 
Average per month 105. 94 


Officers : 





Air Force 8.1 
Navy 2, 
Marines__- ' 1, 557. 50 
Army - ‘ 827. 29 
Coast Guard . 96. 10 
Total ‘i 8, 590. 88 
Average per month-—- 4 seimcahis 162. 09 
Enlisted: 
Total ? 4, 969. 65 
Average per month ' 66. 26 
Social security—Lump sum 
All services : 
Air Force_- ' sicananantigs aan £20, 2BO, OS 
a we carbene 7, 999. 54 
Marines__ — se a 4, 761. 87 
Army-.- sienmeeatie sinta ‘ 14, 891. 02 
| . 47, 883. 41 
Average _ ica inse 2 diaries ‘ 174. 76 


Officers : 


Air Force __-- 4 at ii ita 10, 988. 6S 
PONS inisiaiinns 3, B09. 90 
Mares... .2.0<. ss echcalabataaccoriplacapaesdl stata 2, 396. TO 
ie cl : ‘ 2, 746. 20 


PO nswes es ; . 2 — 19, 441. 48 


Average____. . ie 180. 01 
Enlisted : 

Ee td 28, 441. 93 

Average . ‘s a 171. 34 


Social security—monthly 
All services : 


Bip Perec... “ c = - $7, 163. 20 
Navy ee si el eA rl Ra led = 2, 444. 40 
Marines_____ aaa Since i =e ant 2, 100. 90 
Army aa ae os ST il as 38, 263. 20 
Total —_— 4 siiiaielsinaeiniaiien 14, 971. 70 
Average per month mine peeeeeaiot sshdibiiiibibniticanbiiniitilaieed 104. 70 
Officers : 
Air Force ah ee is 4, 795. 50 
a a a ae iddiceaseneeniptleliotbeiy ‘ 1, 178. 10 
Marines . eee 1, 395. 40 
| eiclimaisises saamdesteonecosehaaa pce ladenascoan ioe basa tata iacidontnaaadiedale 1, 286. 40 
Total ili a an aan as srs o ae 8, 655. 40 
Average per month. _ si 106. 98 
Enlisted : 
Total ‘ i La EE ee Cee 6, 316. 30 


Average per month 
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Total disbursements in the month of August 


VA compensation $31, 484. 50 
VA gratuitous indemnity- § 26, 039. 21 
VA monthly insurance payments jake en ie 13, 560. 5 
FECA monthly payments a ate 25, 253. 26 
Social-security monthly payments 39, 963. 87 

‘Total monthly disbursements to provide survivor benefits 137, 201. 37 


Considering death, remarriage, and termination of monthly benefits for other reasons 
it is estimated that the cost of continuing to provide survivor benefits for those persons 
now on existing rolls will cost the Federal Government approximately $11 billion in year 
to come, 


Lump-sum payments made during month of August 


VA insurance (USGLI or NSLI) $1, 498, 481. 32 
6 months’ death gratuity : 87, 114. 14 
Social security 47, 883. 41 

Total lump-sum payments-- i 1, 633, 478. 87 


Mr, Carnes. There were 668 cases analyzed. Of those cases we 
had 15 cases in which the Department of Labor said that in their 
opinion, based on the information available to them, that survivors 
benefits could have been paid by FECA, which would be greater than 
the survivors benefits paid by the Veterans’ Administration. 

However, no claim had been filed in these 15 cases. 

Out of those 668 cases, there were 93 cases where persons applied 
for and received FECA benefits. Out of those 668 cases in 19 percent 
of all of the cases reviewed the amount of benefits in the aggregate 
exceeded the base pay of the deceased. 

In 6.1 percent of the cases the amount of the aggregate survivors 
benefits exceeded the total base pay and allowances of the deceased. 
In addition to that, Mr. Chairman, we have here some typical cases 
which point up the fact that there is a great deal of confusion existing 
in this area of survivors benefits. 

I might say that of the 668 cases that there will be only 431 cases in 
which it appeared that everything was in order. 

The first case we have has to do with a boatswain’s mate, second 
class, and I will not cite them all, but I merely want to cite the scope 
of the problem. 

We have a boatswain’s mate, second-class, whose survivor is receiv 
ing VA compensation of $208; she receives from the gratuitous in 
demnity $92.90, and in addition to that social-security payments 
the amount of $104 a month. [lis survivor, who is his wife, is ew 
rently receiving $404.90 a month, which is 53 percent greater than was 
the total base pay of the man while on active duty. 

Then, we have another case of a survivor receiving the gratuitous 
indemnity in the amount of $92.90. The deceased was a lieutenant in 
the Navy. His wife is receiving social security of $1 10: she also re 
ceives FECA payments of $491.85. This survivor, which ineludes a 
widow and 1 child, is receiving $694.75 a month. 

We have here a case of an aviation machinist, first-class, where his 
survivor has drawn a $10,000 gratuitous indemnity in a lump pay 
ment. This man is entitled to FECA benefits amounting to $184.92 a 
month, based upon the information which has been furnished. Yet. 
as of August of this year, his wife had not filed a claim for this pay 
ment; neither is she receiving VA compensation. 
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Then we have a case of a man’s survivor who was paid $5,000 in a 
lump sum from national service life insurance. The survivor is get- 
ting no monthly payments for the national service life insurance, yet 
she is getting no gratuitous indemnity whatsoever, even in the reduced 
amount to which she is apparently entitled. 

There are about 23 cases here, Mr. Chairman, which show inequities 
existing all along the line. 

We have another case of a private first class in the Army whose sur 
vivors drew the lump-sum 6-month death gratuity payment of $903.54 
and that is the only payment which any survivor has ever drawn. 
There is no one receiving the $92.90 per month. 

This might be of interest to you, and I have the names, the serial 
numbers, and all of the information which is necessary here: 

Out of 668 deaths which occurred in January of this year, as of 
August of this year there were 117 men who had no national service 
life insurance or no USGLI, who were not receiving the gratuitous 
indemnity of $92.90 per month; 117 out of 668 who, according to the 
official VA records, which we can document, who were not receiving 
the $92.90 per month. 

Mr. Chairman, we have cards here which actually give the case his 
tory of all 668 cases, and I think that if we go through some of these, 
it will merely point up the fact that there were a great many inequities 
which existed, and perhaps one of the reasons why so many people are 
critical of the compensation program which is provided for survivors 
is because all of these people are not receiving what they are entitled to. 

Here, we have a case of a man who is a private first class in the Army 
who is receiving VA compensation, with this notation on the card: 
“The 6-month death gratuity has not yet been paid, pending the deter- 
mination of the next of kin.” 

Yet, that individual is drawing VA compensation. There are any 
number of such cases. 

It isa real revelation to go through these cards, and I merely wanted 
to make those observations for the record, and perhaps we can get these 
gentlemen to comment on them as they are presented. 

Nineteen percent of all of the cases are drawing more than was the 
total base pay of the deceased; 6.1 percent of the cases are drawing 
more than was the total base pay and allowances of the deceased; only 
131 cases out of the 668 have a clear bill of health, so to speak. 

That is, they were receiving what it was the intent of Congress that 
they receive. 

We have 117 people who have no national service life insurance—no 
USGLI—and who are not drawing the $92.90 which has been provided 
by the Congress. 

I thought, perhaps, Mr. Chairman, that based upon those facts you 
may want to get some of these people to express themselves as to their 
opinion on some of these facts. 

Mr. Bates. I think Mr. Holden gets the point that this matter is not 
quite so simple as it may appear to some people, and I know he is 
familiar with many of the difficulties. It seems that the further we 
get into this problem, the more we uncover difficulties. 

Mr. Horpen. Mr. Chairman, the statistics quoted by Mr. Carnes 
point up the very definite need for a study of this nature, and I appre- 
ciate the opportunity of having been invited to appear here today. I 
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hope that after our thinking has crystallized at a later date, we will 
be afforded a future opportunity to present our views. 

Mr. Bares. Thank you, Mr. Holden. We appreciate very much 
your testimony. 
' Are the representatives of the American Legion present, and will 
they please come forward and give their names to the reporter ¢ 


STATEMENT OF MILES D. KENNEDY, DIRECTOR, NATIONAL LEGIS- 
LATIVE COMMISSION; ACCOMPANIED BY CHARLES W. STEVENS, 
ASSISTANT DIRECTOR; EDWARD McGRAIL, CHIEF OF INFORMA- 
TION; JOHN CORCORAN, LEGAL CONSULTANT; AND AUSTIN E. 
KERBY, ASSISTANT DIRECTOR, NATIONAL ECONOMIC COMMIS- 
SION, THE AMERICAN LEGION 


Mr. Kennepy. Mr. Chairman, my name is Miles D. Kennedy, and I 
am the legislative director of the American Legion. I am accom 
panied by Mr. Charles W. Stevens, assistant director, National Re 
habilitation Commission, and some other gentlemen from my office, 
including Mr. Edward McGrail, chief of information; Mr. John Cor 
coran, legal consultant, and Mr. Austin E. Kerby, assistant director, 
and I am listing their names so that they will ; appear in the record. 

At the outset, I would like to thank you, Mr. Chairman and gentle- 
men of the committee, for inviting the American Legion to appear 
before you. 

We appreciate the fact, as the witnesses have stated, and as you 
gentlemen have said, that we are faced with a very difficult problem. 
You have a very broad field of coverage within the scope of your 
committee. 

I have with me Mr. Charles W. Stevens, who has been for many 
years the assistant director of our National Rehabilitation Commis- 
sion, which has jurisdiction in our organization over the subject 
matters covered by your resolution. 

With your permission, Mr. Stevens has a short statement which he 
will be very glad to read personally, or if you prefer, he will hit the 
high spots, and incorporate the statement into the record. 

He will be very glad to do whichever you desire. 

Mr. Bares. We will let Mr. Stevens handle his presentation in any 
way he desires. 

Mr. Kennepy. Thank you, sir. 

Mr. Bares. The Legion has been in touch with me almost constantly 
in an effort to try to cooperate as fully as they could on this problem. 
I know it has been difficult for them to get the full concept of the 
intentions of the committee, as it was not possible for us to give it fully, 
not knowing it ourselves, as to all the problems and magnitude of them. 

However, I do certainly want to thank you for being persistent in 
keeping after us in an effort to try to get as much information from us 
as you could, and I certainly hope, ar ul I know, you will work with us 
constantly on this until we come to some conclusion. 

Mr. Kennepy. Thank you, Mr. Chairman. 

Mr. Bares. Mr. Stevens, you may proceed with your statement. 

Mr. Stevens. Mr. Chairman and members of the committee, this 
opportunity to testify is very much appreciated. You will under- 
stand that I am necessarily somewhat at a loss as to just what can 
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be said, on behalf of the American Legion, at this time, in view of 
the fact that we do not know today what this committee has in mind 
following the preliminary investigations and studies thus far mace. 

We do want this committee to have the benefit of an experience of 
our organization which it has acquired over the past 55 years, and 
trust that we will have a further opportunity later to voice our views, 
once we learn of its proposals. We believe our own thinking then will 
merit your thoughtful consideration. 

House Resolution 549, 82d Congress, considered and agreed to Au 

gust 4, 1954, creating this select committee, authorized and directed 
it— 
(1) to conduct a full and complete investigation and study of the benefits pro 
vided under Federal law for the surviving dependents of deceased members and 
former members of the Armed Forces, and (2) on the basis of such investiga 
tion and study to make such recommendations as it tay deem advisable and to 
prepare such legislation as it may consider appropriate to carry out such recom 
mendations. 

The scope of your undertaking is broad. We do not have informa- 
tion of the extent or type of the committee’s investigations. Nothing 
has been presented for us to analyze. Noting the quoted language of 
the resolution, we are constrained to believe that the study encompasses 
the whole gamut of benefits provided by Federal laws which are ad 
ministered by several governmental agencies. 

In its wisdom, the C ongress has painstakingly developed since Oc- 
tober 6, 1917, a system of benefit programs for members of the mili- 
tary and naval services, veterans and surviving dependents which gen- 
rey recognize the service members of the Armed Forces render 
the Nation in war and in peace. The experience in this period has 
been the basis for ¢ annie improvements in the programs. Where 
inequities have been created, they have been removed wherever pos 
sible. We think this has been the proper approach, The American 
Legion is proud of the part it has played; appreciates the considera- 
tion the Congress has given its views. The programs have generally 
been acceptable to the people of the country. 

There have been those who have attacked some of the awards made 
as being out of line with what they deemed adequate. We have often 
learned that violent opposition to some of the benefit awards was 
endangered by selfish interests. For this reason our annual national 
conventions and our national executive committee, policymaking 
bodies of the American Legion, issue instructions for the guidance 
of directing heads of our commissions and committees. 

With no intention of implying that the motive of the Congress in 
creating this Committee is to effect economies in Federal expendi- 
tures, other than those which would result from an efficient admin- 
istration of the programs, we think nonetheless that we should record 
here a digest of three resolutions adopted by the 86th annual national 
convention which met here in Washington from August 30 to Sep- 
tember 2, 1954: 


No. 33 (Massachusetts) requires opposition to any and all legislation that 
would in any way limit, hamper, or restrict the present benefits to which veterans 
are entitled, 

No. 275 (Arizona) petitions the Congress of the United States to disapprove 
any legislation based upon the recommendations of the Citizens’ Committee for 
the Hoover Report, or the so-called Second Hoover Commission, and any and 
all commissions or committees having for their purpose the reduction of bene- 
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fits to veterans which would in any way adversely affect the proper administra 
tion of veterans’ rights under the supervision and control of the Veterans’ 
Administration as it now exists; and authorizes and directs the National Legis 
lative Commission to take any and all steps necessary to defeat any such proposed 
legislation presented to the Congress 

No. 472 (Texas) records opposition to any reduction in appropriations which 
would result in inadequate benefits provided in programs administered by the 
Veterans’ Administration, and urges an adequate annual budget hereafter for 
VA administration, medical, dental, hospital, and domiciliary services 

Since 1948 there has been a general tendency to seek economy in 
veterans’ benefits. This attitude has been manifest in a period when 
civilian employees of the Federal Government and workers employed 
in nongovernmental activities throughout the country are realizing 
increased benefits. The cost of veterans’ benefits is now no higher 
percentagewise in relation to the national income than in 1890. We 
would point out that Federal Government expenditures for benefits 
and services to veterans and survivors has been reduced one-half in 
the past 7 years. 

The American Legion strongly believes that every possible econ- 
omy should be effected in the cost of administration of benefit pro 
grams, where impairment of services will not result; firmly believes 
there should be no economy effected at the expense of veterans or 
survivors whether resulting in an abrogation of rights or reduction 
in benefits. 

Addressing this committee now we are faced, as I remarked earlier, 
with a lack of knowledge of the thinking of the legislative and execu- 
tive branches of Government, as relates to the survivor benefits which 
you are considering. 

You must be concerned both with benefits awarded for service-con- 
nected and non-service-connected deaths, according to the language of 
the House resolution. The appropriate Armed Force pays a death 
gratuity and makes a burial allowance for an in-service death; pays 
annuities under the Uniformed Services Contingency Option Act in 
retired personnel death. The Veterans’ Administration awards 
death compensation or pension, war risk, United States Government, 
or national service life insurance, a serviceman’s indemnity, provides 
i burial allowance, or guarantees a home loan for eligible SUrVIVOrs. 

The Bureau of Employees’ Compensation makes an award to cer- 
tain eligible survivors of reservists whose deaths result from the per- 
formance of military or naval duty under certain specified conditions. 
The Social Security Administration makes monetary awards to a 
limited class of beneficiaries on a monthly basis and to defray burial 
expenses, with wage credit earned by active military or naval service 
and covered employment. The American Legion considers the Vet 
erans’ Administration programs basic; the others, collateral. 

The American Legion is convinced that there should be an improve 
ment of these existing survivor-benefit programs; has proposals to 
make to the 84th Congress relating to death pension and compensa 
tion, insurance, the servicemen’s indemnity, and burial allowances. 
We recognize the various types of benefits mentioned are perforce ad 
ministered by the agencies as noted. We believe you gentlemen will 
agree that the American Legion. is interested in the provision of ade- 
quate survivor benefits; preservation of those rights and benefits which 
have stood the test of time; the administration of all programs in the 
best interest of beneficiaries: and has no selfish motive in fostering 
these objectives. 
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Frankly, gentlemen, we do want to be helpful, when we can. When 
we have the opportunity to look over the material acquired by this 
committee, we will be in position to present our analysis to our associ- 
ates and in turn present our views to the committee. 

Years of experience have impelled our fixed belief that the Com- 
mittee on Veterans’ Affairs is one possessed of the greatest knowledge 
of the ways through which benefits for veterans ‘and survivors can 
best be provided. We hope that permanent committee will be 
entrusted with the responsibility for acting upon at least the major 
part of the legislation proposed as a result of your complete investi- 
gation and study. 

Thank you. 

Mr. Bares. That is a fine statement. Thank you very much, Mr. 
Stevens. 

As soon as some of these programs which you indicate will be 
prepared for the 84th Congress and as soon as you get your general 
concepts worked out, this committee would appreciate having that 
information. 

Mr. Stevens. Mr. Chairman, do you wish us to submit to you copies 
of the resolutions ¢ 

Will that serve your purpose for the time being? 

Mr. Barres. Yes; any information along the lines which we have 
discussed during the last few days would be very helpful. 

Are there any questions by members of the committee? 

Mr. Harpy. I would like to raise one question, Mr. Chairman. 

Mr. Stevens has indicated that he was not able to comment nor be 
very helpful because he did not know what the committee had in mind. 

Mr. Srevens. Yes, sir. 

Mr. Harpy. Well, actually, this member of the committee has in 
mind, first of all, the assembling of information which we would hope 
would be helpful in making a better, more workable, more equitable 
program of survivors’ benefits. You would not take issue on that, 
would you ¢ 

Mr. Srevens. None; no sir. 

Mr. Harpy. Let me assure you that, insofar as I am concerned, that 
is my objective, and on that basis I would hope that the American 
Legion might be able to give us a little help in making suggestions 
as to how we might ace omplish that without being too close sly ‘wedded 
to anything we have today, and it being considered sacrosanct and 
not being able to adjust it. 

I hope the American Legion will approach this thing with an open 
mind, because that is what I am trying to do, and what I think all 
members of this committee are trying to do. 

Mr. Srevens. We are doing that, Mr. Hardy. I may say we have 
had many staff conferences on ‘this subject. We do not yet have instruc- 
tions from our governing bodies relating to the subject matter of 
your present consideration. 

I note there was some discussion regarding the servicemen’s indem- 
nity and the possibility of integrating that with the death compensa- 
tion awards, now payable. 

The American Legion very definitely supported the continuance 
of the contract insurance programs in both the House and the Senate, 
in testimony before the committees, at the time the indemnity program 
was adopted as a substitute for contract insurance. 
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It is believed that the loss of insurability of a person who was take 
into the military forces justified the Government on October 6, L9LT, 
in instituting the first Government-administered insurance program, 
giving the right to the men to buy insurance, to pay for it, and to 
name within the war period his beneficiaries within a hmited class. 

Mr. Harpy. I certainly have to agree with you on that. 

Mr. Srevens. We believe that th: at was a program which needed 
to be established. The servicemen’s gratuity is a substitute program. 
On that basis we do not see that there is any necessity of hmiting 
substantially those persons who the servicemen may name to have the 
proceeds upon their death in service or within the 120-day period 
which is covered after service. 

Mr. Harpy. You are talking now about the detail of the selection 
of beneficiaries, are you not ¢ 

Mr. STEVENS. Yes, sir. For example, death compensat ion might be 
payable to a widow and he might want the widow to have, in addition 
to that $5,000 indemnity—he ¢ oul | name her as beneficiary for $5,000; 
he could name a child as beneficiary for another $5,000, or he could 
name a parent as beneficiary for $5,000. 

I might say that in national service life insurance it is very obvious 
that those who paid for that contract policy wanted to protect parents 
as well as wives, because of the surviving dependents—not dependents 
but surviving close relatives who are being paid NSLI proceeds—in 
26 percent of the deaths there is the widow alone and in 59 percent 
of the deaths it is either one or more parents. 

There is another very definite evidence that the man wants to afford 
some protection to a parent because he has designated widows alone in 
the amount of 26 percent, and a parent or parents in the amount of 69 
percent. 

A total of 90 percent of the indemnity payments, or 95 percent of 
the indemnity payments, are made either to widows or to parents. 

Mr. Harpy. I think it might be possible to make some rather sub- 
stantial arguments for permitting a pretty wide lat ones in the selec- 
tion of beneficiaries under an indemnity program. I think that is 
something which certainly needs some rather careful study in connec- 
tion with any overall proposal or adjustment of survivors benefits. 

I am glad that you got into that phase of it, because that is one phase 
of the indemnity approach where there are some questions by this 
committee. 

I note, however, in your comments you cite certain resolutions by 
which the American Legion is bound. Some of them seem to be 
rather restrictive, and I hope they are not construed by the Legion in 
such a manner as to prevent an objective consideration of this whole 
subject in a manner which will help this committee come up with the 
best possible solution, and that is what we want to do. We want to 
come up with something which will be good. 

Mr. Retenos It is not so intended in the resolutions, Mr. Hardy. 
This committee, from the tenor of the questioning and the remarks 
which have been made, is trying to find some solution which will 
provide a uniform system of benefits. 

Mr. Harpy. We want to provide as much equity as we can provide. 

Mr. Stevens. I realize that you wish to cover all survivors who 
would be entitled to benefits. 
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Mr. Carnes. Mr. Chairman, I would like to ask one question of Mr. 
Stevens. 

Mr. Bares. All right, sir. 

Mr. Carnes. As to that, has the American Legion studied fairly 
carefully the Kaplan Committee reports / 

Mr. Srevens. We have discussed them. 

Mr. Carnes. Have you studied them ¢ 

Mr. Stevens. We have gone over them fairly carefully. 

Mr. Carnes. I suppose that part 2 of that report was of rather 
particular interest to you; was it not 4 

Mr. STEvENs. Yes, sir. 

Mr. Carnes. That report was issued last June, or July, I believe. 
You are interested in part 2 of the report / 

Mr. STevENs. Yes, sir. 

Mr. Carnes. I remember writing the letter—I am not sure that you 
received it—but the chairman addressed a letter to the American 
Legion asking for any comments which it might have, and telling the 
Legion that it was the intent of this committee to partially evaluate 
part 2 of the Kaplan Committee report, and in the event that copies 
of that report were not available to you, that we would be glad to 
provide them. 

Did you receive such a letter from the committee ? 

Mr. Kennepy. I never remember ever seeing any such letter, Mr. 
Carnes. 

Mr. Srevens. Mr. Kennedy would be the one who would receive it. 

Mr. Kennepy. We make a habit of answering all letters pretty 
promptly when we get them, and I do not recall ever receiving any 
such letter. 

Mr. Harpy. Send them a copy of the letter. 

Mr. Srevens. We got the report from another source. 

Mr. Kennepy. We sent up and got the report, because we watch 
those things in the Congressional Record, particularly those matters 
which might be of interest to our organization. 

We got these reports on our own volition. I can give you my word, 
Mr. Carnes, that I never saw any such letter, because if I had, you 
would have gotten a letter from us. 

I would not have been bothering Mr. Bates about asking him about 
some of the things we are discussing here today. 

Mr. Bares. Mr. Stevens, on this resolution No. 33 from the Com- 
monwealth of Massachusetts, | am a member of the Legion up there 
and nobody asked me about that. 

Mr. Srevens. This was approved by the department convention of 
the American Legion of Massachusetts and referred to the national 
department. 

Mr. Bares. I accept that, but nobody asked me about it as a dues- 
paying member. 

Do I consider that to mean if we came up with a situation where 
combinations of benefits are far beyond the concept of what we think 
is proper, this would restrict this particular committee from taking 
any action whatsoever ? 

Mr. Stevens. What I have said in this is that we want to know what 
the proposals are. We can then inform our commissions and govern- 
ing bodies, and they would then instruct us as to how to proceed. 
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Mr. Bares. Let me read it. This requires the opposition to any 
and all legislation which would in any way limit, hamper, or restrict 
the present benetits. 

Mr. Srevens. That is very comprehensive. 

Mr. Bares (continuing). To which veterans are entitled. This par- 
ticular study has nothing to do with veterans’ compensation. 

Mr. Stevens. But this encompasses survivors 

Mr. Bares. But you understand our study does not include legis 
lation perti Lining to the veterans themselves. 

Mr. Srevens. Yes, sir. 

Mr. Bares. Do I read this further to mean if we should come up 
against a situation which all of us would agree is not quite proper, 
that we should make no adjustment, if through some error of law, 
not intended, the benefits would not acerue in such fashion ? 

Mr. Srevens. Mr. Chairman, the ¢ ‘ongress has not found the Legion 
unreasonable in the past. 

Mr. Bares. ‘That is the reason I ask the question. 

Mr. Tracur. In the setup of the American Legion, do you people 
do any work on this thing of informing survivors ‘ 

Mr. Srevens. A great amount, ves sir, in the acquiring of benefits 
for survivors, assisting in the presentation of the claim, in the actual 
execution of the forms, the acquiring of the evidence to substantiate 
the claim, and the presentation of the claim to the Veterans’ Admin- 
istration. In each department in each State and the District of 
Columbia and in some foreign countries we have accredited repre 
sentatives of the American Legion paid on a full-time basis, around 
1,200 of them. In addition, we have post and county service officers 
cooperating throughout the country in helping to get benefits to 
these people. 

Mr. Tracue. So if in some small town in Mr. Hardy’s great State 
of Virginia a boy should die and leave a wife and couple of children, 
in some outlying community, how would the Legion know about that : 
what would be the mechanics? [am asking that question because of 
this thing that has been revealed in this committee's study, which to 
me was quite shocking. 

Mr. Stevens. The Department of Virginia American Legion has 
named a director of the State service officer at Roanoke as the depart- 
ment service officer and several of his assistant service officers through- 
out the State as Legion service officers. Those people are itinerant : 
they are field representatives to cover the country. In a case like 
that, they can go right to that town. 

Mr. Tracur. If thev happen accidentally to hear of it, but does 
the Legion have any liaison with, say, the militar services where 
they would be informed 4 

Mr. Stevens. No, sir. It is usually brought to the attention of 
the American Legion by some local post, some veteran in the commu 
nity, or some interested person. 

Mr. Tracur. Certainly there seems to be a lack somewhere in the 
whole setup that these people do not know about it. 

Mr. rake I would like to say the case te Mr. Carnes men 
tioned, in which no applications had been filed, or applications had 
been filed for some benefits and not for others, she at it is entirely pos- 
sible in some cases thev are not the survivors who would be entitled 
to get the specific benefit. 
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Mr. Carnes. We checked on that. 

Mr. Stevens. You have checked on that / 

Mr. Carnes. Yes. We spent several weeks on it. 

Mr. Srevens. It is the obligation, as far as VA benetits are con- 
cerned, of that agency to inform those survivors of those who have 
died of their right to benefits and under Veterans’ section N, para- 
graph 20, provision is made for the use of personnel called contact 
representatives, and the right of the Veterans’ Administration to 
assist in the completion and presentation of claims. 

Mr. Carnes. | might say when I made my statement about our 
findings, we also found a very large number of cases where benefits 
were only the absolute minimum provided by law. There are those 
two extremes. I perhaps emphasized the overpayment, but there are 
those cases, | think 144 or 146, where persons receive the absolute 
minimum which they could receive under the law, even, in aggregate 
benefits. 

Mr. Srevens. It.is unfortunate that the beneficiaries of claims do 
not call on the veterans’ organization to assist them in obtaining 
benefits. 

Mr. Treacue. I did not mean to quarrel with the American Legion 
or any other group about that. 

Mr. Srevens. I would like to see the Veterans’ Administration made 
responsible for acquainting survivors of their right to benefits from 
the other agencies, as well. 

Mr. Carnes. It is much easier to inform the survivor of eligibility 
where it is all under 1 program than 4 or 5, such as FECA where the 
widow is faced with the necessity of making a calculation as to 
whether she should elect VA or FECA benefits. She actually has to 
do some mathematics as to which one is going to be better. 

Mr. Kennepy. Mr. Carnes, I misunderstood your question about the 
Kaplan letter. I though you were asking about a letter sent last sum- 
mer by the Kaplan Committee. 

Mr. Carnes. No, sir. 

Mr. Kennepy. We did get a letter dated October 22, signed by Mr. 
Bates. 

Mr. CarNes. Will you be kind enough to read that for us? 

Mr. Kennepy. Surely. I thought you were referring to one sent 
by the Kaplan Committee to me last summer. 

Mr. Carnes. No, sir. 

Mr. Kennepy. This letter is dated October 22, written on the com- 
mittee’s letterhead and signed by Mr. Bates, addressed to me: 

This committee is currently making a study of survivor benefits being provided 
for Armed Forces and former Armed Forces personnel. In the course of our 
study the committee is evaluating those recommendations of the Kaplan Commit- 
tee report with regard to survivor benefits for Armed Forces personnel. If you 
do not have readily available a copy of part 2 of the Kaplan Committee report, 
which deals with survivor benefits, upon request we shall be pleased to provide 
you with a copy. 

The committee is not limiting its considerations to the Kaplan Committee 
recommendations but is interested in any plan which will more effectively meet 
the survivor benefit needs for our Armed Forces and former Armed Forces 
personnel. 

We feel confident that your organization through the years has maintained a 
sustained interest in the subject of survivor benefits provided Armed Forces 


and former Armed Forces personnel by the Federal Government. Therefore, in 
attempting to appraise the existing program and with a view in the future to 
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providing a more adequate and equitable survivorship program, we solicit any 
views or comments which you may have on the general subject under considera 
tion by this committee. 

The committee is planning to convene in Washington on November 15 and we 
would appreciate any views or comments which you may desire to submit prio: 
to this date. There is a st ie that the committee will hold public hearings 
in Washington, D. C., after November 15. Should your organization desire to 
appear before the committee you can be assured that we will welcome your con 
tribution to the committee’s consideration of the general subject of survivor 
benefits. 

Sincerely yours, 


Wiituiam H. Bares 


Mr. Carnes. Thank you, Mr. Kennedy. 

Mr. Harpy. Reference has been made 2 or 3 times, Mr. Stevens, and 
I believe you made some reference in answer to a question from Mr. 
Bates, that you want to know what the proposals are and then give 
us the reaction of the American Legion. Cannot we expect the Amer 
ican Legion to help us develop some sound proposals ? 

Mr. Stevens. I can very briefly make this comment right now. We 
believe the death compensation as presently determined by the Vet 
erans’ Administration is on the basis that it cares equally for surviving 
widows, children, and dependents—— 

Mr. Bares. I have got to be fair to the other organizations. If you 
have some information now or have information that you are start- 
ing to develop, the committee would be very happy to incorporate that 
in the record in further development of the thought you have con- 
cerning legislation for the next Congress. You also appreciate, of 
course, that we should have it before the next Congress meets. 

Mr. Kennepy. Is there any particular date you would like to have 
that? 

Mr. Bares. By December 10, if possible. 

(The information requested by the chairman is contained in the 
following letter :) 

THE AMERICAN LEGION, 
NATIONAL LEGISLATIVE COMMISSION, 
Washington, D. C., December 7, 1954 
Hon. WiLi1AM H. BATEs, 
Chairman, Select Committee on Survivor Benefits, 
Washington, D. ( 

Deak CHAIRMAN Bares: During the hearings held on November 18, 1954, 
you were good enough to grant the American Legion permission to file an addi 
tional statement on or before December 10, 1954, and in keeping therewith, we 
respectfully submit the following comments regarding the provision of Federal 
benefits for survivors of members and former members of the Armed Forces. 

We believe that the committee should be concerned only with the Army, Air 
Force, Navy, Marine Corps, and Coast Guard; that, except when serving with 
the Armed Forces, other personnel of the Federal Government should be con- 
sidered civilian employees of the Federal Government. 

You asked for our reaction to the Kaplan Committee report. Here it is. 

1. The Kaplan Committee recommended, in lieu of a 6 months’ death gratuity 
based upon the pay grade of the deceased serviceman, which ranges from $468 
to $6,857, that a minimum of $1,200 and a maximum of $3,000 be paid as a lump 
sum at the date of the serviceman’s death to a limited beneficiary class. We see 
merit in the proposal. 

2. The Kaplan Committee also recommended a new service-compensation pro 
gram for in-service deaths, to be administered by the Veterans’ Administration 
We see no basis for creating such a new program. 

The service-compensation feature of the report would provide for a payment 
to only one person at a time—to a widow first; then, if no widow, to a child; 
and if no child. to a parent who establishes dependency. The award for a widow 
would be computed as 80 percent of the first $100 gross active-service pay, plus 
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20 percent of the pay exceeding $100. (Minimum award to the widow would 
be $125.) The award to a child or, if none, to a dependent parent, would be 60 
percent of the amount which a widow would have been paid. 

Death compensation has been payable since October 6, 1917, by the Veterans’ 
Administration and its predecessor agencies for service-connected deaths, 
whether occurring during or subsequent to service, to widows, orphans, and 
dependent parents, without regard to the rank or pay of the person who served— 
a uniform rate providing an equality of treatment to each survivor in these 
categories. 

The American Legion strongly believes that the greatest protection can be 
provided surviving widows, orphans, and dependent parents by continuing the 
existing VA death-compensation program which has been tested over a 37-year 
period, Under this program, widows, all children, and dependent parents can 
be awarded the benefit concurrently. We recognize there will be a need for 
upward adjustments from time to time. 

3. The Kaplan Committee further recommended that social-security benefits 
be provided for personnel of the Armed Forces through a participating system, 
with contributions by members and, through appropriations, by the Armed 
Forces, 

The American Legion has supported the enactment of legislation which has 
granted gratuitously a $160-wage credit monthly, for social-security purposes, 
for members of the Armed Forces during active service between inclusive dates 
of September 16, 1940, and June 30, 1955. 

The American Legion looks upon the VA-administered programs as basic; 
others as collateral. If it is deemed advisable by the Congress to superimpose 
a contributory social-security program for Armed Forces personnel upon exist- 
ing Federal-benefit programs, it is a policy determination with which the Ameri- 
can Legion would not disagree. However, let it be said emphatically here that 
the American Legion is convinced that, notwithstanding, there will be a con- 
tinning need for those Federal-benetit programs accorded survivors by virtue 
of the service to their country of those persons upon whom their entitlement 
depends, 

4. The Kaplan Committee recommends termination of servicemen’s indem- 
nity coverage. The American Legion does not agree to any such proposal. The 
American Legion stood alone in urging that the Congress continue the contract- 
insurance programs administered by the Veterans’ Administration, believing 
that members of the Armed Forces and veterans should have the right to share 
through premium payment in the provision of economic security for those persons 
they believed had an insurable interest in their lives. 

From June 27, 1950, the Congress determined that, in lieu of contract insur- 
aunee, members of the Armed Forces should be afforded a gratuitous coverage 
known as the servicemen’s indemnity. This is a substitute for the insurance 
program. The American Legion now believes this indemnity program should 
be continued without too great an alteration. It is thought that optional settle- 
ments might be provided better to meet the survivors’ needs. An election might 
be afforded whereby, in lien of payment of $92.90 monthly over only a 120-month 
period, payments in lesser amounts could be awarded for 240 months, say, or as 
a refund life income. 

Being a substitute for contract insurance, there is a justification for a larger 
beneficiary class than would be true in the death-compensation program. For 
example, the American Legion is convinced that awards of the servicemen’'s 
indemnity should be made to parents whether or not dependent, just as awards 
are now made to such parents under existing insurance contracts. Parents are 
the sole beneficiaries in about 70 percent of the cases; an evidence that men who 
serve want them protected. 

The American Legion further believes that there should be no impairment of 
existing contract rights occasioned by the military or naval service of an insured, 
whatever other programs may be provided: also believes that the postservice 
insurance programs, for persons with indemnity coverage during service, should 
be continued. 

5. The Kaplan Committee recommends repeal of statutes which provide Fed- 
eral employees’ compensation for certain personnel of the Armed Forces and 
their survivors. The benefit is one provided primarily for civilian employees of 
the Federal Government. The fact that a series of legislative enactments made 
a more attractive benefit available to a limited group of Armed Force personnel 
in active service was accidental. The American Legion has consistently fostered 
equitable treatment to all who serve in the Armed Forces, to veterans, and to 








STUDY OF SURVIVORS BENEFITS 329 


the survivors. We agree that a need exists for elimination of the present in- 
equality of treatment of survivors. 

In the Kaplan report, surprisingly, concern was expressed that, under the 
existing provisions of law, some of the payments made to survivors exceed the 
earnings of Armed Force personnel during active military or naval service. 

During the course of the hearings, it was observed that there appeared to be 


some thought given to offsetting of some benefits to reduce the overall protection 
For example, lessen the death compensation award in consideration of insurance 
or indemnity coverage. We can see no justification whatever for doing any such 
thing. 


It will be recognized that the bulk of deaths occurs among those serving in 
the lowest ranks and that these are the youths who have had little or no oppor 
tunity to demonstrate their potential earning capacities. Approximately $200 
monthly is the gross pay of a soldier, an airman, or a seaman in the lowest pay 
grade, while a streetcleaner in New York City is paid $4,300 annually or $358.33 
per month. We have confidence in our youngsters’ futures and believe that any 
sums paid their survivors by the Government will, by and large, seldom equal 
or exceed the contributions they would have made had they not lost their lives 
through their service to our Nation 

We know this committee will not overlook the important fact that, in the 
great majority of death cases, the surviving children are very young and the 
widows will be faced for many years with the burden of meeting the constantly 
increasing costs of food, clothing, education, medical and dental care, ete., while 
the benefits payable will remain constant or be decreased, as for example, where 
indemnity payments terminate in 10 years 

We also, at this time, want to record our strong belief in the need for the 
preservation of existing pension programs for war veterans and their surviving 
widows and orphans. This benetit was not discussed in the Kaplan report. 

Regarding two other matters discussed by the committee at the hearings in 
November, we would like to be permitted to make the following comments: 

The American Legion has for many years advocated and supported the Vet 
erans’ Administration as a single federal agency to administer the programs set 
up by Congress for veterans and their dependents. This has proved successful. 
There are certain exceptions, such as veterans’ preference in civil service, vet 
erans’ employment, and review of disability retirement and discharges which by 
their very nature have to be under other Federal agencies. 

In respect to survivors’ benefits, we feel that there should be established among 
all Federal agencies having to do with veterans in one way or the other, a recip- 
rocal arrangement whereby notice of death of a veteran and related information 
will be exchanged and information disseminated to the end that survivors of 
veterans will receive all of the benefits to which they are entitled. 

The question of whether or not the Federal Government could arrange to issue 
one check each month, or whatever the period might be, to a survivor covering 
all awards payable from the Federal Government in a given case would seem to 
be one which the Federal agencies involved, the Bureau of the Budget and the 
Treasury Department, would have to determine. In view of the variety of fac 
tors in basie entitlement, eligibility, adjudication, and disbursing procedures as 
to the different laws granting benefits, it seems extremely difficult, if not impos 
sible, for such an arrangement to function properly. However, if the committee 
desires the official recommendation of the American Legion on the proposal we 
shall gladly submit it to the national rehabilitation commission for consideration 
and action. The commission next meets during the first week of March 1955. 

I am sending a copy of this letter to the other members of the Select Committee 
on Survivor Benefits. 

With kind personal regards, | am 

Sincerely yours, 





Mites D. Kennepy, Director 
Mr. Bares. Now will the representatives of the Gold Star Wives 
come forward and give their names to the reporter? We are cer- 
tainly glad to have you. Do you have a statement you would like to 
make? 
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STATEMENTS OF MRS. MARIE JORDAN MUNOZ, LEGISLATIVE REP- 
RESENTATIVE OF THE GOLD STAR WIVES OF AMERICA; AND 
MRS. ELSIE CRAVEN, NATIONAL SSavece OFFICER, GOLD STAR 
WIVES OF AMERICA 


Mrs. Munoz. I have some recommendations from the Gold Star 
Wives which we thought we would like to present today. So far as 
having a prepared statement, I thought it more desirable to discuss 
various points with you that may come up with your own recommen 
dations, realizing that your committee is a committee to study prob- 
lems rather than make definite proposals. 

With that in mind, I would like to take them up point by point and, 
before I do that I do want to refer to the fact that the appointment of 
this committee is something that we Gold Star Wives have been hop 
ing for for the past 10 years. It has been a cause of constant frustra- 
tion with us where various bits of legislation having to do with de 
pendents of servicemen have been taken up by various committees of 
Congress without any attempt to look at the picture as one whole 
problem, which it is, thereby resulting in so much legislation that it 
has caused the spending of thousands ‘and possibly millions of dollars 
instead of in directions where they could have been channeled and 
accomplish much more with the amount of money expended. It is 
the hope of all Gold Star Wives that this committee will come up with 
some legislation which will do just that. We do not want to break the 
budget, because we all pay taxes; instead, we would like to juggle the 
expenditures that will be made and come up with something that will 
give better benefits to everyone involved. 

In order to do that I would first like to go into some recent legis- 
lation that has been passed as a sample of “what I mean by passing 
piecemeal legislation without too much thought behind it. 

For the past 2 years, increases of pensions and compensation have 
been made by Congress until most Members of Congress have felt they 
have been giving a great deal of assistance to the families of men who 
died on active duty when in reality the largest expenditures under 
those bills have gone to the dependents of men who died after dis- 
charge, possibly died normal deaths 20 or 30 years after the war, and 
the smaller part of those expenditures has always gone to the families 
of deceased servicemen. We feel an effort should be made to bring 
up the difference between those classifications of widows that were in 
the minds of all Members of Congress as well as in the minds of the 
general public. 

The last bill passed by Congress had that same situation where the 
bulk of the expenditures went to non-service-connected cases. It did 
give an increase of $12 a month to widows without children. Of 
course there always are cases of people needing more, such as a widow 
with a child, or widows in the old-age bracket who are not able to 
obtain outside employment; but it has been our feeling that if the 
woman is young and she has lost her husband in service every effort 
should be made to help her find civil employment so that she can 
support herself; but we think an increase of $12 a month would ac- 
complish very little where it could do any good. In the first place 
for a widow possibly 60 or 70 years old receiving $75 a month, she 
can live at the present time no better on $87 than she could on $75 
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at least we do not think so. It does not make that much difference. 
And as to the younger w Shien where you have the largest number of 


widows without children, they are in the younger age bracket where 
they can obtain outside employment, just as thousands of them are 
— 

Mr. INES. Are you saying if would have been better to kee] 
ae of a certain age at S75 and increase the widows of an olde 
ive more than at the present time ¢ 

Mrs. Munoz. If some system like that could be worked out, it 
would be desirable. According to the various studies made so far, 


that would be accomplished by giving a sliding scale on the basis of 
the man’s pay at the time he died. Naturally the longe) the man wi 


in the se — the more opportunity he would have to get a large! 
amount of pay; therefore his widow would be compensated a large: 
amount, 

The expenditure that was made of S12 a month to every ido 
figured on the basis of about 40,000 widows receiving that, would cos 
about $5,760,000 per year, and considering that women will have 
life expectancy of 70 year's, and even allowing for the fact that man 


of those remarry, that still means it dee a Government expend 
ture of $146,880,000, which is a lot of aw 
It is our feeling that money could be better spent in other channel! 
For Insts ance, by comparison, S144 million woul | provide help to ect 
‘ate 120,000 ¢ hile lren to the extent of $1,200 each, by Way of exampl 
heneniee there have been bills introduced to pay for the education of 
children of deceased members, and we always find the reaction amo 


our membership that that would be most helpful to them in prepar 
for the care of their families. I give that as an example of hoy 
legislation could possibly be better thought out and complish niu 


more if more thought was given to it. 

Now, in order to provide more for the people who need it, we believe 
that it could be done very easily and simply by consolidating the 
entire program, by having the Veterans’ Administration to continue 
giving the amount as they are at the present time and give broader 
social-security coverage. They were — ating in that way a fey 
years ago when the extension under social secur ity Was given to met 
for wartime service. That helped to a great extent a large numbe 
of widows who were not receiving social-security benefits then. How 
ever, the group consistently to be left out were the families of Regula 
service personnel, and we have the very incongruous situation of the 
widow of a private with children receiving large social-security be1 
efits in addition to VA compensation, and the widow of a commanding 
general who had served this country for years and years receiving 
compensation and just about that and nothing else, and, of course, 
the answer to that could be accomplished very simply just, as ; will 
say, as when the Kilday committee was studying this problem before 
in the Armed Services C ommittee a few years ago sta n the — 
was advanced whereby the man’s length of service was considered so 
that the widow would be given the basis of the man’s pay at the time 
of death. However, there may be many other solutions, that is, by 
putting all Regular service personnel under social security. We meat 
by that not only the present widows but going a way back to the 
widows of men who died during World War II and giving them 

55873—55——22 
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coverage since 1938 at the time the Social Security Act was estab 
lished, and compensate for them according to the man’s base pay, 
because social security is adjusted that way on the basis of the man’s 
pay at that time. Therefore that would give an adjustment to the 
Regular servicemen’s widow that is needed. Also that would take 
care of the widows with minor children who need a larger amount, 
and, of course, the widows when they reach 65, who would come unde) 
a higher amount under the Social Security Act. 

That is our suggestion so far as that phase of the program is con 
cerned. 

Mr. Carnes. Would you mind recapping that, please—the social 
security aspect of it? 

Mrs. Munoz. Under social security, by taking it back and giving 
Regular service personnel credit for service since the Social Security 
Act was established in 1938, instead of just for wartime service. 

Mr. Carnes. Do you have any estimate of what the cost would be 
to do that / 

Mrs. Munoz. No, I do not. That may be something that could be 
looked into very readily. The reason I pointed that out is that we 
compensate Regular service personnel for the fact there was no cov 
erage before, whereas the man coming out of private industry did have 
that coverage. In that way you would be giving the widow more or 
less the benelit of compensation based on the man’s pay at the time 
he was in there. 

Mr. Harpy. Do you have any thought as to how you would handle 
the paying for that—whether an appropriation would be made to 
the social security trust fund ? 

Mrs. Munoz. | understand the social security trust fund has a sur- 
plus; so I would much rather take any money out of the fund that is 
surplus, rather than getting a new appropriation. I think that is a 
vood approach. 

Mr. a I think it depends on how you look at it. 

Mr. Carnes. Have you studied the Kaplan report at all? 

Mrs. Mt xoz. We have studied the Kaplan report and with that 
in mind we felt under the recommendations in the Kaplan report this 
might be a simple way to extend social security in order to streamline 
it. We are looking, all of us, I believe, for some way to streamline 
the whole situation. We do not feel it is a fair or constructive way to 
lock the barn after the horse is stolen. It is a fine thing for widows 
having children at the present time, but how about the feeling of the 
widow of a colonel or general living on $75 a month to find out that 
the widows of a husband killed when they are now doing very well is 
vetting 4 or 5 times that amount? We believe every effort should be 
made to help widows on the present compensation rolls. 

Mr. Carnes. If the Kaplan Committee recommendations were put 
into effect, would the Gold Star Wives, as an organization press for all 
existing widows to have the election to receive the same benefits to 
which they would have been entitled had those recommendations been 
in effect at an earlier date ? 

Mrs. Munoz. Yes, I believe so. 

Mr. Carnes. You believe the widows drawing $87 a month now 
should have an opportunity to elect to come under the Kaplan Com- 
mittee recommendations for a total of $125? 

Mrs. Munoz. Yes, certainly. 
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Mr. Carnes. If the widow happens to be the widow of a lieutenant 
colonel, or someone in that bracket, under the Kaplan Committee 
recommendations for VA compensation, such widow would have $270 
a month, and you suggest she be allowed, because her husband was a 
lieutenant colonel at that time, to elect that she be paid $270 versus 
the $87 she is receiy ing at the present time ¢ 

Mrs. Munoz. Yes. 

Mr. Carnes. You are not merely trying to take widows from $87 
up to $125, but taking them from $87 to “whatever ~_ would have 
received had these laws been in effect at the time of their husband's 
death ¢ 

Mrs. Munoz. We believe vou have to meet that proble m. However, 
I also believe the study of the committee i is going to show the need to 
explore that, because the widows of colonels and generals are not a big 
item. Most of the men killed back in World War [IL were privates and 
corporals, So I do not think you have to worry too much about the 
cost. 

Mr. Carnes. You would not have it only as to widows of colonels 
and generals, but widows of all officers could receive more than $125 
per month. 

Mrs. Munoz. We really do not believe you should contine it to the 
men getting much more, the men who came in afterward. 

Mr. Carnes. The reason for the Kaplan Committee recommenda- 
tions, or any similar recommendations, was where some widows were 
living who were left off the compensation rolls, they would have a 
chance to elect those benefits they would have had if the law had been 
in effect at an earlier date. 

Mrs. Munoz. I do not believe in election; I believe in having some 
thing that is going to be uniform in the future and should have been 
uniform in the past. 

Mr. Carnes. Maybe under the Kaplan Committee recommendations 
some people would be getting more from VA than they would get 
under the Kaplan Committee recommendations, such as the widow 
with minor children. It shows a widow with two minor children, the 
widow of an enlisted man, would get more under the existing VA laws 
than she could under the Kaplan Committee recommendation. Are 
you saying to reduce all levels of benefits / 

Mrs. Munoz. I would be more inclined to feel it should be made 
on a basis that would be a minimum and still do away with any elee 
tion of any kind whatsoever. 

Mr. Bares. You really do not have any objection to an election, do 
you! 

Mrs. Munoz. I believe really no fundamental objection, except the 
fact if you are going to streamline the thing, why not streamline it as 
much as possible and let all benefits come out of one agency right away, 
rather than give them a period to make an election. 

Mr. Carnes. I agree with your streamlining but I must say instead 
of having streamlining it would be more of a steamroller, and some 
people would get hurt. 

Mrs. Munoz. If you were to pay the minimum now, we would not 
have to hurt t anybody. 

Mr. Carnes. If you had a minimum of $200 or $250 a month, you 
may not; but if you had a minimum such as the Kaplan Committee 
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suggests of $125, or even $150, you may have some people who would 
get hurt. 

Do you have any minimum in mind? 

Mrs. Munoz. No definite minimum. I believe that would have to 
taken up by talking to the Veterans’ Administration. 

Mr. Barres. You just want to expedite this streamlining as soon as 
wossible ? 

Mrs. Munoz. Yes. 

Mr. Bares. But after thinking it over you see certain problems 
where perhaps an election will be necessary / ! 

Mrs. Munoz. Possibly, but let us hope it would not be. We want 
to make it, if possible, so it is not necessary. 

Mr. Bates. Just one other thought: If you bring that under the 
new program, in many cases where you would give a lump sum instead 
of $92.90, would you expect that adjustment to be made, or do you 
think you could just forget about that and say “Well, you have it now; 
now you keep it” and we won’t make any adjustment under the new 
program ¢ 

Mrs. Munoz. That is another problem; that is getting imto insur- 
ance. On that I would say, on the insurance payment, to equalize 
that, let them elect whether they want a lump sum or a monthly 
payment. 

Mr. Bares. I am saying if they have already collected the lump sum 
whereas others did not and they got $92.90, therefore they have not 
gotten the full total, do you think on the part of those who collected 
the lump sum there should be an adjustment made as you move into 
the new program ¢ 

Mrs. Munoz. Exactly. When the Kaplan Committee report was 
taken up, they thought more in the future. I believe they did not give 
too much thought to the fact there were some 70,000 widows of World 
War II. Those widows never had an opportunity to elect whether 
to collect the lump sum, or monthly payments. We see no reason why 
they could not be given the same privilege of electing. 

Mr. Carnes. Now the aggregate indemnity i is $92.90 a month. 

Mrs. Munoz. No; under the NSLI they were not receiving that 
before 1947 nor were they given an opportunity of electing whether to 
collect a lump sum. You realize that widows are now eligible to 
obtain a home under the GI bill. Many of them owe large mortgages 
on those homes. If they could apply that money being held by the 
NSLI to payment on the purchase of the home, which ‘building men 
endorse, they would save in doing that today. 

Mr. Carnes. Under that program, they could also elect to take a 
lump sum if they so desired now, could they not ? 

Mrs. Munoz. Not before 1947. Before 1947 it was not possible. 

Another point which we feel very strongly about, there is a lot of 
money and extra effort being spent where it might not be necessary on 
investigations made on children of remarried widows. I have dis- 
cussed that subject with a number of VA attorneys handling the prob- 
lem and have noticed that many of them—I do not wish to give their 
names—think there are a lot of points in that program that could 
be very definitely done away with. It seems to me to be the general 
attitude that where a widow remarries, her child becomes parentless, 
whereas the child still has a mother and a new father, also. 
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Mr. Carnes. How does that tie into this committee / Why are you 
bringing that before this apa cog ¢ 

Mrs. Munoz. Because it is a big part of the Veterans’ Administra 
tion expenditures. The Calne (Administration is making monthly 
payments to dependents. 

Mr. Bares. You are saying it will save money where the dependent 
is given benefits when the man dies. 

Mrs. Munoz. That is right; and that entire program, as you under- 
stand, is governed by different State laws; therefore the widow in one 
State is governed entirely differently from the widow in a neighbor- 
ing State, and the situation has gotten out of control in that we believe 
children all need to be handled on the same basis. In some States they 
are given a lot of freedom to spend their money for the child; in others 
they have to save the money. It brings up sometimes a strange situa 
tion where you have the support of the children by their new father, 
and the man is obliged to support them because he is not given room 
and board, and I know of a number of cases in the Air Service where 
the man has enabled a lot of money to be saved up, whereas the man 
with his own children is receiving nothing although he has been spend- 
ing for them. It is a situation that does not seem necessary. The 
social-security idea is to give the child the money and no strings at- 
tached. We believe it could be done just as well with the Veterans’ 
Administration, without so much redtape in the utilization of the 
money. At the same time you will be getting away from something 
that others are finding very difficult. Others are unable to use any 
money, and still others are able to use everything. There seems to be 
no set pattern; whereas, if they could get the whole thing, it might 
be just as well. 

Mr. Bares. Have you anything else? 

Mrs. Munoz. If possible, we recommend strongly the paying of 
checks from 1 agency rather than 2 or 3 or various agencies. If it 
would be a Fae ation of VA and social security, let the checks be 
adjusted accordingly, but have one disbursing agency. Then if you 
have the problem of havi ing to contact some of those people, to let them 
know about the benefits, it could be done through the one agency. 

Mr. Carnes. The committee has given a great deal of consideration 
to that point here in the testimony about one agency. ‘There has been 
even more consideration of that part of it—about the possibility of 
trying to get only one agency with which the survivor was called on 
or may need to negotiate, and then that one agency, in turn, to certify 
to the people in the paying agency as to the eligibilty of that survivor. 
Are you going to touch on that point ? 

Mrs. Munoz. Yes; that is what I meant by saying to try to get it all 
under one agency, if possible. 

Mr. Carnes. You are speaking of paying the money, disbursement 
of the checks. How much of a problem is it to the widow for her 
to file appropriately for all claims to which she is entitled by the 
Government ¢ 

Mrs. Munoz. At the present time it is a tremendous problem. 

Mr. Carnes. Is it made any simpler for them in the future? You 
say at the present time. 

Mrs. Munoz. No; it is left as it is. 

Mr. Carnes. Do you feel perhaps widows today are entitled to 
benefits that they are not receiving ? 
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Mrs. Munoz. Oh, definitely. We have tried consistently in the past 
to think of some solution to it. We know definitely, speaking of 
social security, that many widows who have not applied for social 
security after many, many years, are being alerted to the fact. At 
one time we made a special effort to try to work out some w: iy for the 
VA to send out notice at the same time checks are sent for the other. 
After much study of the Veterans’ Administration they reported it 
was almost a physical impossibility for them to do something like that. 
They do not send out the checks; the Treasury Department issues the 
checks and it would be very difficult for them to send out notices to 
the people at the same time they send out checks. 

Mr. Carnes. Your agency would be very heartily in favor, then, of 
having one agency that would receive the claim and process the con- 
tacts with the other agencies ? 

Mrs. Munoz. Most definitely. 

Mr. Carnes. And you would like to receive the payments from one 
agency, if possible ? 

Mrs. Munoz. Yes. 

Mr. Carnes. Now I wonder if you will proceed. 

Mrs. Munoz. One other point I want to make very emphatically is 
that if these changes are made for the dependents that are on the 
compensation rolls at the present time, I believe enough money could 
be saved by this streamlining process so that there would not be too 
much strain on the budget in order to do that. 

I feel, also, enough could be saved through this and other methods 
of consolidation in order to provide for what we have always felt was 
the most important thing in the minds of the widows, that is some 
assistance at least in the way of educational benefits for children. 

Mr. Carnes. It has been suggested that a lump sum such as $1,200 
be paid the widow or survivor in lieu of the present 6-month death 
gratuity, on the assumption that a higher level of benefits will be paid 
from here on. Do you think that would be desirable / 

Mrs. Munoz. We have no definite recommendation as an organiza 
ton on that. Frankly, we think that is a very minor part of the whole 
problem and whatever increase is given I am sure would be perfectly 
agreeable to the widow. It is helpful at the time of death to have 
some money for immediate expenses, but we do not feel it is so im 
portant an item in the entire picture to us as an organization. 

Mr. Barres. Are there any further questions by members of the com- 
mittee? If not, we certainly want to thank you very much for being 
with us today and giving us your point of view. It does get down 
to the grassroots when we get the opinion of people who are bene- 
ficiaries. 

Mrs. Munoz. Thank you. 

Mr. Bares. Now will the representatives of the Veterans of For- 
eign Wars come up to the table and give their names to the reporter / 
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STATEMENTS OF OMAR B. KETCHUM, EXECUTIVE DIRECTOR OF 
THE WASHINGTON OFFICE, VETERANS OF FOREIGN WARS, AND 
NATIONAL LEGISLATIVE OFFICER; AND ADIN M. DOWNER, LEGAL 
COUNSEL, LEGISLATIVE SERVICE 


Mr. Kercnum. My name is Omar B. Ketchum. I am executive di 
rector of the Washington office of the Veterans of Foreign Wars and 
national legislative officer. 

With me here today is the legal counsel to the legislative service, Mr. 
Adin M. Downer. 

Mr. Chairman, we are grateful for the pr ivilege of being permitted 
to express some views before this committee which is so earnest]) 
searching for an answer to a most vexing problem. May I say in the 
beginning that what we will outline constitutes yang ly exploratory 
suggestions. Like other groups, we have not had an opportunity to 
get a firm commitment from our organization fey what we may 
espouse here today is based on the thinking of some of the national 
staff without an opportunity to present it to the organization for 
approval. 

And I might say if I were a member of this committee—and I 
want you to know I am not envious of the members of this committee 
in the task you have to do—I would want all the help I could get. 

Mr. Tracur. I thought you were going to say you would get off of 
it in January. 

Mr. Kercuum. I would, too. First I would try to persuade myself 
as to what this committee is trying to do; what is the problem in 
front of us, and then, as Mr. Hardy has so well put it, assemble such 
information as we could obtain and get the best advice we can and 
then try to act upon it. 

As we see this problem, you are attempting to devise some sort of 
an equitable and reasonable system of survivor benefits. The present 
program, as we see it, has grown up something like Topsy. They have 
added a little over here and a little over there and, as so well presented 
a few moments ago by the counsel to the committee, you have had some 
very bad inequitable situations develop as the result of this hodge 
podge of survivor benefits. 

I am inclined to agree with any members of the committee—and 
I suspect some of the members of the committee believe—that if this 
problem can be simplified by reducing it to as few benefits as possible 
that that certainly would be the intelligent thing to do. 

Now, under existing law and procedure you have approximate) 
five survivor benefits, as I see it. You have servicemen’s indemnity, 
the compensation death payments, you have the FECA, social security 
and gratuitous indemnity, some of which are considered and have 
been considered as benefits applicable largely to civilians. 

We have been trying to integrate into this service program benefits 
which largely have been deve loped for the benefit of the civilian popu 
lation. It appears to us just as a matter of thinking, without any firm 
commitments, that if this can be reduced to as simple terms as possible 
and yet make adequate payments to the survivors that the committee 
will have gone a long way. 
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Now, we strongly suggest that, if possible, the benefits be reduced to 
not more than two. Maybe, as Mr. Hardy says, it could be reduced 
to one. 

Let us see what are the essential elements. The question in our 
minds is the 6-month gratuity payment. I believe that is one of the 
first benefits that came into existence, because there was nothing else 
and the survivor needed some money. So it came into existence, the 
§-month gratuity payment. Then along came death compensation. 
Then we have worked from that point on up to servicemen’s indem 
nity or the national service life insurance and then over into Federal 
employees’ compensation and social security now. 

I cdo believe, and we believe, that there should be some form of 
cash payment made immediately available to the survivors. What 
form that should take I believe deserves careful consideration of 
this committee. Whether it should be on the basis of 6-month gra- 
tuity pay or, as the Kaplan Committee has suggested, with a floor 
and a ceiling, or whether it should be a flat payment of a substantial 
amount—we are undecided as to that, but we sort of lean to at least 
not worse than the Kaplan suggestion, and possible one flat payment. 

Now we get down to the question of death compensation. We 
believe, at least based on the thinking we have been able to give it, 
that there is no rank in death. We are reluctant to accept a premise 
that death compensation should be paid on the basis of rank and 
believe for this reason, Mr. Chairman and members of the committee, 
with the exception of a small percentage of career personnel in the 
armed services the great majority of them are men who are rendering 
a temporary service. That is, when you have a period of a war or 
national emergency, such as exists today, the large majority of them 
are either reserves or they come in under the draft for a definite period 
of time, expecting to go back into civilian life. 

No one can persu: ade me that military rank and pay is the criterion 
of one’s ability to earn an income and take care of his family under 
the manner in which they come into the service and the manner in 
which they serve. 

Who can say with surety that the pay of a private, for example, 
and the pay of a major general, from the standpoint of survivors 
benefits, should be based on their earnings at that particular time 
if they should happen to die in the servie ce? I could present many 
examples, if time permitted here today, of civilians who come into 
the service and serve in a minor capacity with low pay, and yet who 
have the capacity of earning thousands of dollar per year in civilian 
life. 

Take the example of Ted Williams, the ballplayer, from the Boston 
Red Sox, who at the time he was called into the service had a salary 
of approximately $80,000 a year. Would someone say because Ted 
Williams was a major—I think he was a captain at the time he went 
in—if he lost his life in the service that his value to his wife and 
children would be less than the value of a major general to his wife 
ang his children based on their earning capacity ? 

I do not believe you can properly evaluate the pecuniary loss to 
the widow and children of the average person who goes into the 
service for a temporary period of service. That is why I think it 
would be so diffic ult and possibly so unfair to set up the survivors 
benefit on the basis of grade and pay at the time of death. 
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Mr. Carnes. May I interrupt there, Mr. Ketchum, to ask one 
question ¢ 

Mr. Kercnum. ' Yes. 

Mr. Carnes. While it may be true to some degree, that you could 
consider the grade and pay at this particular time, would not the 
whole system become more vulnerable if you went into a national 
emergency and drafted a great many people ¢ 

Mr. Kercuum. I think it would be even more difficult. 

Mr. Carnes. More difficult at that time. 

Mr. KerceHam. Not at this time. 

Mr. Carnes. At that time. 

Mr. Kercuam. At that time; yes, sir. It might be simpler today, 
but when you bring 15 million men into the service, and men with 
tremendously high income serving in low ranks in the Army, how ean 
you evaluate the loss to the survivors based on his pay and rank in 
the service ¢ 

Mr. Carnes. I think the committee is hoping to arrive at a program 
which will survive both the test of war and of peace, because it would 
be futile to devise a program now that would not stand the test of a 
military engagement. 

Mr. Kercnum. We agree with you on that. 

We come down to this premise: We throw it out as a suggestion, 
realizing, as the committee said, and as we agreed, that we are all ex- 
ploring this problem to see what is the best answer—could we ac 
complish our purpose through the death-compensation payment and 
servicemen’s indemnity plus some form of an immediate cash payment 
to the immediate survivors, by putting the rates of death compensa 
tion high enough that it would equalize to a large extent some of the 
hit-or-miss benefits we have today, to work it out so that no one is 
going to lose any substantial amount but to equalize it along the line 
and to eliminate certain of the other benefits / 

Some of you may say, “What are you going to do with social se 
curity ?” 

This is a suggestion again: Social security essentially is a civilian 
benefit. Now we have brought it over and made it apply to the mili- 
tary. Why could we not eliminate that not by eliminating his social- 
security protection but by freezing it during the period he is in the 
service? So when he steps out of the service, if he steps out of the 
service, he immediately picks up his social security, which becomes a 
benefit in the event he dies after he is out of the service. 

Mr. Bares. And you would give him credit for the period he is 
in ¢ 

Mr. KercHum.. You would freeze him, so that he would not lose. 
I understand they have to be protected six quarters before they are 
eligible. What you would do would be to protect him during the 
time he is in the service. He would be frozen, not eligible for benefits 
in the event of death, but able to step out of the service and pick it 
up and go right on, so that he would not have a loss in that time. 

Mr. Bares. The same situation you have relative to his job itself? 

Mr. Kercnuum. That is right. 

Now comes the other suggestion we want to toss out here. I think 
this is new tothe committee. At least, I have not heard any testimony 


to this effect. 
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You yourself stated a few months ago, Mr. Chairman, that whether 
the death compensation payment is $125 a month or $150 a month there 
ive still going to be inequities. We agree with that. We suggest a 
solution to that. 

Arrange a reasonable minimum survivor’s death compensation and 
then do like we do in all other forms of damages and claims; make 
it adjudicable to determine whether that particular case should re- 
ceive more death compensation. 

Now a disabled veteran presents a claim, and it is adjudicated 
to what his Rating shall be and the amount of his compensation. If a 
mail truck belonging to the Federal Government goes out here and 
runs into a civilian and kills him, under the Tort Claims Act a claim 
is filed and a determination is made based on pecuniary loss as to 
what that person’s life was worth to his survivors. 

Why can we not have a minimum, a floor which no one could go 
under, but then an adjudication if the circumstances warranted in 
creased. payments ¢ 

Mr. Carnes. Mr. Ketchum, if you had that minimum floor, would 
you not be paying that minimum benefit to perhaps mothers and 

cathers who in no sense were dependent upon the deceased / 

Mr. Kercrrum. Not on death compensation. You might be paying 
it to widows, but not parents. They must establish dependency in 
death ore 

Mr. Carnes. They would have to establish dependency before they 
could even get this floor amount of which you speak ? 

Mr. Kercnum. That is right. If in establishing that dependency 
they could also establish the fact that that minimum is too low, then 
the board that would determine that claim could increase those pay 
ments. 

Now, it might be advisable to put a maximum limitation beyond 
which an award could not go on a monthly basis. But that seems to 
me to be the only way, gentlemen, you are going to arrive at equity 
between the various groups of survivors. The survivor of one serv- 
ieman’s family may be in an entirely different situation from the 
survivor in another family. 

Mr. Bares. Would you predicate this adjudication upon need, or 
upon earning power, or upon both ¢ 

Mr. Kercnum. Well, I will try to give approximately similar con- 
sideration to the factors that we do in our civil cases, unless you want 
to confine it purely to pecuniary loss rather than the other things 
which they have brought in over the years, such as love and affection, 
which now enters into a damage suit. 

It used to be all based on pecuniary loss. Now they have brought in 
inmany other factors. 

Mr. Harvy. Some of that might be negative. 

Mr. Kercnum. That is true. 

Mr. Bares. We would not want to get some of these cases in a 
position where many of our dockets are today in the courts, where it 
is going to take months and months and months for these things to 
be resolved. We have to simplify it. 

Mr. Downer. We mean, Mr. Chairman, having an adjudication in 
the Veterans’ Administration, just as we have now on adjudication 
of disability compensation. 
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Mr. Bares. | understand that, but you are going to have many 
more cases than you have today to adjudicate. 

Mr. Kercuum. Yes: more cases than they have today, but not 
more cases than they have on the normal run of compensation or pen- 
sions claims. I do not think your death setup, any in peace 
time, is so heavy that it would impose an impossible burden on the 
adjudic ation of those cases. 

Mr. Bares. It would depend upon how it is spelled out: would it 
not / 

Mr. Kercntm. That is right. I do not see how you are going to 
establish equity otherwise. You cannot establish equity based on the 
income of the man in the service. I say you cannot establish equity 
because no one can decide what the potential earning capacity of this 
young private may be in the balance of his life. I say those factors 
have to be taken into consideration. 

Mr. Carnes. Mr. Ketchum, | wonder if you would restate that 
somewhat basic premise you just made for Mr. Teague’s benefit, please. 
He has been on the telephone long distance. 

Mr. Kercuum. I have laid awake nights thinking about this prob 
lem. How are you going to establish equity in this situation ¢ 

Mr. Tracer. What about your career personnel ¢ 

Mr. Kercuum. Now, in the career personnel, that is another prob 
lem. With your career personnel, if you can distinguish—after all, 
I am a little confused as to who are career personnel and who are not 
career personnel. 

Mr. Treacur. I agree with you. My next question was to the coun 
sel, who has estimated these reports: Does he know, out of the 600 
deaths in January, who they were ¢ 

Mr. Kercuum. If we were certain there was a complete line of 
demarcation between the Regulars and Reserves and temporaries it 
would help. We thought we had a perfect solution for that, but then 
we could not decide how you were going to decide between them. 

Mr. Tracur. I certainly have not made up my mind on this thing. 
: 2 a very interesting subject. Of course, nearly everything we do 

L prec edent for doing this. I refer to the things like insurance, 
mend this vear. We let them take insurance on the salaries. Soeial 
security and everything else does give a differential. 

I think you have a wonderful point on this thing, that you cannot 
establish a man’s potential earning power. 

Mr. Kerenum. That is right. I simply do not believe you can 
create an equity based on rank and pay. I do not believe vou can 
create an equity by just making a flat amount. I think the best you 
can hope to do is to set a reasonable minimum, and if they feel and 
believe that that is not sufficient and they can support that with evi- 
dence on an adjudication hearing that is the answer to it as far as I 
see it. 

Mr. Downer. Mr. Chairman, I would like to make just one obser- 
vation. 

I am sure the members of the committee who have prosecuted 
damage suits for wrongful death realize that under Anglo-Saxon 
law for centuries the only damage that was recoverable was a pecu- 
niary loss; and that in recent years the modern trend in most States 
has been to abrogate that common-law rule and permit recovery for 
loss of society, love and affection, and so forth. 
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We approached this problem from the standpoint of this question : 
What are we trying to accomplish with compensation to survivors of 
deceased persons! Certainly one of the things we are trying to accom- 
plish is to compensate them to some extent for the pecuniary loss they 
have suffered. Now, according to the more modern trend, we also seek 
to compensate them somewhat for loss of society, love and affection, 
and so forth. 

It seems to me to ney out the principle that you do not distinguish 
in rank, grade, or pay. ‘That principle can be carried out in the 
death couspecsetion minimum that is made payable to everybody. 
Then in order to do equity and permit greater compensation to those 
who have suffered greater pecuniary loss and are in greater need we 
would set up this adjudication system in the Veterans’ Administra- 
tion where, if they can show a certain earning capacity in civilian 
life, a certain life expectancy, and so forth, those factors could be 
taken into consideration in an increased award to be made. 

Mr. Harpy. That is a very interesting approach. I am awfully 
glad to get something else to sort of think on, other than the routine 
things we have been toying with. But I am a little bit confused as 
to what factors you could use. You are going to have to simplify 
this thing. You cannot leave it as wide open as you would a court 
case. There has to be some standard of precedure set up. 

Mr. Kercuum. Rules and procedure. Rules and regulations gov- 
erning adjudication could be drafted very carefully, I think, Mr. 
Hardy, so that an intelligent award could be made. 

I think you and I agree that family circumstances differ through- 
out the country. I think we know that families—and this is no 
reflection on any State—in some States have a much higher living 
cost than in others. 

Mr. Harpy. You have brought into this thing a situation that I 
felt I had not been able to express or pin down. That is the distine- 
tion between employment in the military service and in private 
civilian life. 

Mr. Kercuum. That is right. 

Mr. Harpy. There is a wide distinction. 

Mr. Kercuum. That is right. 

Mr. Harpy. You have mentioned that you can find a good many 
people in the military whose earning capacity in sivilon life is 
tremendous, but whose earnings within the military are merely 
nominal. 

Mr. Kercnum. Peanuts. 

Mr. Harpy. And, conversely, you can find people who have not been 
doing very well outside—— 

Mr. Kercuum. I would like to shake your hand. I know that is 
right. 

Mr. Harpy. And they 
up to the top. 

If you could get a proper distinction between a regular and a 
civilian soldier 


get into the military and they go right on 





Mr. Kercuum. That is right. 

Mr. Harpy. I think that would make it possible for some serious 
consideration to be given to this. 

Mr. Kercnum. That is right. 
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Mr. Downer. Mr. Hardy, it seems to me, though, that in the career 
personnel we can take their military pay as the earnings and base 
pecuniary loss on what their military pay is. 

Mr. Kercuum. You have a criterion there. 

Mr. Harpy. If you can determine who the civilian soldier ts. 

Mr. Kercuum. That is right. 

Mr. Harpy. And when a reservist takes on the aspect of a careet 
man. 

Mr. Kercuum. That was the thing which bothered us when we 
started to throw out a formula for the regular personnel. Some 
Reserve officers go in and serve for years. When do they become 
regulars and when are they still reserves ¢ 

Mr. Harpy. That is just the point. 

Mr. Bares. In the Air Force 80 percent of them are reservists, and a 
good many of them stay in. 

Mr. Tracur. I think another argument on the side of paying an 
equal amount is the fact that the man with the higher income has more 
money to provide something extra for his survivors, and it is his 
responsibility to do it. If someone goes up to a major general and 
dies and leaves the widow just $75, there is something wrong with him. 

Mr. Kercuum. I am inclined to agree with you. 

The only real positive position we . have was taken on that particular 
point. Our national legislative committee came in town about 3 weeks 
ago. Desperately trying to get something out of them I tossed this 
problem in their laps, and it was entirely too big for them in the time 
they had to meet here, but they did get down to the death compensa 
tion. 

Every one of the members of that committee was a former com- 
missioned officer, and the committee was unanimous that there should 
be no distinction so far as the minimum death-compensation payment 
was to be made to the survivors, because they say there is no rank in 
death and you cannot determine what a civilian soldier’s pecuniary 
loss is to his surv ivior if you try to base it on what he is receiving in a 
temporary assignme nt in ‘the milit: ary. 

Mr. Carnes. Mr. Downer said that we would pay additional, other 
than this minimum pay to everybody. Again, would you pay this to 
the mothers and fathers and brothers and sisters even if thev were 
not dependents? Would you pay this minimum to everybody / 

Mr. Downer. No. 

Mr. Kercuum. No. You have to make a differentiation between 
widows and children and dependent parents. 

Mr. Carnes. I realize that. 

Mr. Kercuum. We would continue the differential, but we would 
also give the dependent parents an opportunity to state their case as 
to whether they should be entitled to additional payment. 

Mr. CARNES. What if a person was not de spe ndent In any sense Ol 
the deceased, but he or she was the sole survivor 

Mr. Kercuum. Under existing law the dow and children, even 
if millionaires, are entitled to death compensation. 

Mr. Carnes. Yes, sir. 

Mr. Kercuum. I do not believe I would attempt to change that 
premise. But certainly they would not have a claim to come in and 
have it adjudicated upward. 
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Mr. Carnes. You think everyone should get this minimum payment / 

Mr. Kercnum. That is right, if they are dependents or wives and 
‘hildren—widows and orphans. 

Mr. Carnes. You are speaking of dependents not in the sense that 
they are dependent, but the fact that they are merely relatives? 

Mr. Kercnum. Well, it is always assumed that the wife and chil 
dren are dependents. 

Mr. Carnes. What about the mother and father / 

Mr. Krrcnum. You have to establish dependency on that. 

Mr. Carnes. You would not pay them this minimun d 

Mr. Kercnum. Well, if they establish dependency; yes. It would 
be on the same basis we have today. I mean, the same percentage 
basis. Right today before a mother or father can receive death com 
pensation they have to establish deiunietiy. They would have to 
establish dependency uraler our program, too. 

Mr. Tracur. It al to be definite ¢ 

Mr. Kercnum. Then they would get the minimum payable for the 
dependent parent, but they would have an opportunity to make a 
showing whether they were deserving of more money because of the 
circumstances. 

Mr. Carnes. Mr. Ketchum, do you feel under any conditions a man 
should receive more than was his total base pay and allowances while 
on active duty ¢ 

Mr. Kercnum. That is a hard question to answer because sometimes 
if they are temporary service on active duty that does not mean that 
that is their inherent earning power. 

You recited a case, I believe, of yeoman or quartermaster or 
somebody in the Navy who died, ot his survivors now receive ap- 
proximately 53 percent more than he received. 

Now, are you basing that on the value of his job, or just his cash 
income ¢ 

Mr. Carnes. On his cash income. 

Mr. Kercuum. Well, of course, you cannot determine a job in the 
Army or Navy or Marine Corps on the cash income, so far as enlisted 
personnel are concerned. 

Mr. Tracur. Those are not small amounts he is talking about now. 
They are from $600 up. 

Mr. Kercuum. I know it. What I say is that because a private 
receives $87 that is not the value of his job. He gets clothing and 
food and shelter and medical attention on top of that. 

Mr. Carnes. Yes, sir. 

Mr. Kercuum. A private in the Army has a job worth far more 
than $87 a month. 

Mr. Carnes. That figures out to $203 a month. 

Mr. Kerocuum. Yes. 

Mr. Carnes. We have the case of a private here who had a wife 
and two children and a dependent Bath at and father. He gets from 
the VA $181, $92.90 as a gratuitous indemnity, and $94.80 for social 
security. His total dependents, which include his mother and father, 
get $368.70 a month. Even including all of those allowances you 
speak of, he was making $203 per month. 

Mr. Kercnum. We do not know what that fellow’s situation was in 
civilian life. This is where our suggestion would come into play. 
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No. As a general principle we do not believe that the survivors 
should receive substantially more than the earning capacity of the 
individual. No. Asa general principle we would say that you were 
creating a bad situation when you start paying them far more than the 
man has ability to earn. 

It is like if you get unemployment compensation up to the plac 
that it is more enticing to be off work than it is to work. 

I think that situation can be adjudicated. I think that is where 
your adjudication comes into the picture. 

Mr. Carnes. Under your program there would be only one adminis 
trative agency; is that correct / 

Mr. Kerenum. That is right; the Veterans’ Administration foi 
death compensation and servicemen’s indemnity. 

Mr. Hardy, | think, raised a very good question: Are we wedded to 
servicemen’s indemnity’ Can that be displaced by adding to the 
death compensation? At first blush we would be inclined to say “Yes,” 
but there are certain values inherent in the servicemen’s indemnity, 
which is the substitute for insurance we would hate to lose. We do 
think inasmuch as a man cannot purchase the insurance that he ought 
to have certain rights so far as designating a beneficiary is concerned. 
He should not be asked to give up the right to create an estate. 

Mr. Harpy. You might still make that possible, even though yor 
made it all in one payment. 

Mr. Kercuum. | do not quite understand. 

Mr. Harpy. I do not know, but you can do most anything when you 
start writing this stuff if you know how. 

Mr. Kercuum. That istrue. You might be able to do that. We still 
would like this man to have the privilege, in the absence of commercia! 
insurance, to create an estate through the servicemen’s indemnity, and 
give him the choice of designating a beneficiary, even though the bene 
ficiary does not need the money. 

Mr. Carnes. In a great many cases, however, would the beneficiary 
he would designate not be the same person who is the recipient of 
compensation ¢ 

Mr. Kercuum. That is true. 

Mr. Carnes. In those cases you would have to file only one claim. 

Mr. Kercuum. That is right. 

Mr. Carnes. If he wanted to designate someone else he would have 
to file separate claims ¢ 

Mr. Kerconum. That is right. 

Mr. Carnes. In those cases where it is the same it could be on 
check. 

Mr. Ketrcuum. That is right. 

Mr. Carnes. Let us say it would be 10 percent where it has beer 
designated. 

Mr. Kercuum. I wanted to answer the point you made awhile ago, 
where you have two claims to make and they only make one. They 
lose one. 

Mr. Carnes. That is correct. 

Mr. Kercuum. If you have them all centered in one and they fail to 
make that one they lose eve ‘rything. Remember that point. 

Mr. Carnes. That is very true. 

Mr. Kercuum. The other way they only lost a part of it. 
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Mr. Harpy. If they did not make one to start with they did not get 
anything. 

Mr. Keronum. That is right. 

Mr. Bares. Probably we can improve the system by informing 
people and by giving more information so that they will be receiving it. 

Mr. Kercnvum. Again, I want to say 1 do not envy this committee 
itsjob. It is going to be H if you do and H if you do not. 

Mr. Bares. Well, we are used to that. It will not bother us a bit. 
At least it will not bother me, and I suspect a few others. 

Mr. Ketchum, as I mentioned before, I was on this committee that 
put out the free insurance. I am not entirely wedded to that, either, 
even though I was 1 of 5 on the subcommittee which formulated it. 
I still do not understand why we should be giving that $10,000 to 
brothers and sisters and uncles and aunts when there has never been 
any financial interdependence. 1 would not expect it on my part for 
them or the mothers and fathers. 

Mr. Kercuum. The only way you can cure that is to restrict the 
class of beneficiaries. 

Mr. Bares. Here is what I have in mind: It is not so much a denial 
of that. It is more in the line of what the young lady, Mrs. Munoz, 
made the statement which she made, which I think is very pertinent. 
She said to give the benefits where they are most deserving and most 
necessary. If I could give more to a Gold Star widow and probably 
less to a distant uncle or aunt, who somebody has not seen for probably 
a good many years, then it seems to me on the part of the Government 
that would be the proper thing to do. 

Mr. Downer. But, Mr. Bates, there are cases where a person has an 
invalid brother or an invalid sister who is totally dependent upon him 
for support. You draft him into the service. You deprive him of 
the right to provide for them with commercial insurance. It seems to 
me you should then give him the right to provide for them in the 
gratuitous indemnity. 

Mr. Barres. That is net divorced from the point of view which I 
expressed. It is a question of need and financial interdependence. 

To a mother, father, brother, or sister that kind of money which is 
not needed by them, it seems to me, could be more properly given to a 
widow with a bunch of kids she is trying to bring up. 

Mr. Kercuum. Of course, there is one thing we must watch, Mr. 
Chairman: That we do not reduce our society to the basis upon which 
only consideration is given to those who are desperately in need. I 
mean, we do not want to encourage need. We do not want to neglect 
those who are willing to bestir themselves and create something for 
themselves. Let us watch out that we do not reduce everything down 
to putting a premium upon being in need. 

Mr. Bares. I understand that, but still you have the question of 
adjudication, which you mentioned. 

Mr. Kercuum. Yes. 

Mr. Barres. Which indicates there are people getting $87 a month 
and trying to live on it. The only point I tried to m: ake | is that per- 
haps some of this money could be spent better in other areas, 

Mr. Kercnum. I agree with you. 

Mr. Bares. I am hard put to understand why a brother or sister or 
even parents who are independently wealthy should get the benefits 
of free Government insurance. 
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Mr. Kercuvum. It all depends upon whether you view it as insur- 
ance, Mr. Chairman, or whether you view it as an outright gratuity, 
and there is an argument going on today. We have been asked to 
persuade the Congress to change the law to provide that you may go 
into court and sue on servicemen’s indemnity just the same as you 
would on national service life insurance or United States Govern- 
ment life insurance. There have been several cases in the court. 
So far the Highest Court has decided that it is a gratuity and that it 
cannot be subject to court review. There is a circuit court of appeals 
decision on one case, which held it is a gratuity and they have turned 
down legal action. 

Mr. Bares. I am asking you what you think about this. Should 
parents and uncles and brothers and sisters, where there is no financial 
interdependence, get this, regardless of what you call i 

Mr. Kercuum. Well, if it is an insurance policy or in lieu of in- 
surance, I think the insured should have the right even if he wants, to 
designate Henry Ford, Jr. as a beneficiary, or Sid Richardson of Texas. 
That right belongs to him if it is to be considered as insurance or in 
lieu of insurance. 

Mr. Bates. That is my point. What should we do with it? There 
is $10,000. We understand the circumstances. Under nay circum- 
stances do you think, regardless of what you might call it, that it is 
proper for ‘the Government to give these funds to une a ‘and aunts 
and brothers and sisters and parents who are independent? 

Mr. Carnes. Mr. Bates, I do not think uncles and aunts are eligible. 

Mr. Bares. In loco parentis they are. 

Mr. Kercuum. That is right. 

Mr. Carnes. In loco parentis, yes. 

Mr. Kerouum. Of course, I think, Mr. Chairman, if you could make 
a survey of every beneficiary who has been designated under the serv- 
icemen’s indemnity actually you are disturbed over a situation that is 
not too widespread. I am referring to those cases where there is a 
family. 

Mr. Bares. The parents were the cases cited. 

Mr. Kercuum. I mean, where there is a wife and children involved, 
how many servicemen make some other person the beneficiary ? 

Mr. Bares. That is all right, but out of the 21,000 cases 16,000 of 
them were parents. 

Mr. Carnes. Mothers and fathers. 

Mr. Kercuum. That is boys who were not married ? 

Mr. Carnes. Yes, sir. 

Mr. Kercuum. I think 51 percent of the men in the service today 
are unmarried. 

Mr. Downer. I believe that was the testimony yesterday. 

Mr. Carnes. Mr. Downer, the figures you used—did you mean those 
were payments made under gratuitous indemnity or were those bene- 
ficiaries designated ? 

Mr. Bares. These are payments. 

Mr. Carnes. Payments made. 

Mr. Bares. Under the situation as it exists today. That is one area 
we have to try to develop. 

Mr. Kercuum. I understand. 
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Mr. Bares. You certainly have been very helpful, and I certamly 
am sure that you are going to be of assistance to us in the future, 
because we still have a long w: ay to go. 

Mr. Kercnuum. Thank you very much, Mr. Chairman. 

Mr. Bares. Thank you very much, Mr. Ketchum and Mr. Downer. 

We have two other organizations to hear. Mr. Teague had to leave 
today, and he did hope to hear all the organizations. I understand 
the DAV « can be heard later. 

Mr. Carnes. We can hear them Monday afternoon at 2: 30. 

Mr. Barres. We have the Reserve Officers Association next. Will 
you please come forward and give your full name to the reporter. 


STATEMENT OF J. M. CHAMBERS, ASSISTANT EXECUTIVE 
DIRECTOR, RESERVE OFFICERS ASSOCIATION 


Mr. Cuampers. Thank you, Mr. Chairman. I am J. M. Chambers, 
the assistant executive director of the Reserve Officers Association. 

I appreciate both the patience of the committee and the opportunity 
to testify tonight. The association is always delighted to come up 
and do what we can to help on this problem. I think practically 
every person I know might have some particular phobia he dreams 
about at night, and I think following guys like Lewis Hershey or 
Omar Ketchum on the stand any time is doubly difficult, so please 
bear with me and my remarks. 

The association intended to testify as to the principles involved in 
the Kaplan report. We intended to testify on its relation as a part 
of a total group of inducements and incentives to keep people in the 
uniformed services; to get them there and to retain them. It is within 
that context that we want to approach this problem. 

It may be that some of the testimony has gone a little beyond that 
point. Coming from reserve officers this may sound a little strange : 
We believe it is entirely proper to adopt the tenets of the report. We 
at the present time are under the Employee’s Compensation Act in 
peacetime. The benefits in certain specified cases to individual re- 
servists are under the law as it exists today very generous. 

Some of the recommendations of the Kaplan report, of course, are 
lesser amounts to certain individuals, if put into effect. Nevertheless, 
the association has considered this, and we are agreed that we would 
go along with the plan substantially as outlined in the report. 

We think also that going to a contributory system is excellent. I 
think possibly the part that is being overlooked by some of us here 
today is that perhaps some in higher rank will be paying a little 
more for the benefits they will be getting. 

We believe that for death benefits—and I hope at some future time 
for retirement—there should be a contributory system which probably 
will he ave muc h greater standing in the country generally. 

Mr. Carnes. When you speak of : 1 contributory system you are 
speaking of a contributory socinbeabiitts system ? 

Mr. Cuamepers. That is correct. For the first time the individual 
will be contributing toward what he will get. 

Mr. Harpy. I thought that maybe you were thinking in terms of 
the contributory survivor benefit system proposed by the Defense 
Department a few years ago. 

Mr. Cuampers. No, sir; not at the moment. 
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Mr. Harpy. | believe you were familiar with that proposal, which 
did receive some consideration by the Committee on Armed Services. 

Mr. Cuampers. Yes,sir. Iwas. In fact, I had just left the Senate 
committee when that was being considered, and I found myself willy 
nilly leep into it. 

I think we will find of necessity we are working backward from 
this very eapatene point. This is just one important component of 
this whole business of what takes a man into the military service, 
We know they are considering coming up with a pay raise. We know 
they are coming up with other things on retirement that have to be 
looked at. This is a first step only. 

I hope in these exploratory discussions we have here we can get 
some ideas that might be helpful. 

The question has come up here before of having one agency to 
administer this whole program. I believe that is a principle we can 
discuss. Certainly it ought to expedite administration and perhaps 
cut down costs of administration if it were done. However, I do not 
think just combinations and consolidating for consolidation’s sake is 
always the answer, and I think we ought to look at every point. On 
the death gratuity business, however, that has been decided to be paid 
and apparently speed was somewhat of the essence, getting the money 
into the hands of the survivors to get them home, and the filing of 
claims and the establishment of whatever proofs were necessary will 
come along at a later time. 

Mr. Carnes. You are aware of the fact that the commanding officers 
of the military installations now have authority to have the paying 
officers pay immediately the 6 months’ death gratuity. 

Mr. Cuampers. Yes. I was taking note of some of the thoughts 
about one administration and one check for the entire thing. 

Mr. Carnes. I do not think it was ever the intent of the committee 
in their thinking to have that applicable to the 6 months’ death 
gratuity. Even if a lump-sum figure of $1,200 were adopted, or some 
other alternative, or if the 6 months’ death gratuity were kept in 
today, I have not heard of any thought of changing that. 

Mr. Harpy. The only thought I had in connection with the 6 
months’ death gratuity as it relates to other payments was to consider 
such other consolidations as might be feasible in the light of the 
amount of the death gratuity which was authorized and paid imme 
diately. I think we could not afford to do anything that would delay 
the 6 months’ death gratuity. 

Mr. Barres. There has been no suggestion that I know of along 
that line. 

Mr. Cuambers. I merely took note of some of the expressions, and 
have given | or 2 expressions of our view on that particular point. 

Yesterday I listened to the testimony and I learned there appar 
ently has been a draft of suggested legislation. Obviously when that 

gets into legislative form we would e xpect to study that carefully and 
give you the benefit of our thinking about the bill itself. 

Mr. Bares. Do you understand what that draft was / 

Mr. Cuampers. No. I merely heard it referred to here yesterday 
in the discussion. 

Mr. Bares. I will assure you the committee had no part in preparing 
the proposed legislation, and all it represents is a composite of the 
Kaplan report. 
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Mr. Cuamepers. There was a point that came out yesterday which 
I would like to speak to at the moment because the Kaplan report, 
of course, said that this would cover most career people and your 
noncareer people. 

The question was asked by Mr. Carnes, or one of the members, of 
Captain White, what are you doing about reservists on other than 
active duty. ‘There was some discussion which I think is important 
from our standpoint. 

Mr. Carnes. Such as the weekend people? 

Mr. CuAmpers. Yes; or the man drilling one night a week. 

Public Law 108, which was enacted with some difficulty, I might 
say, in the 83d Congress, was the first time we tried to cover reserves 
who were killed or injured in other than periods of 30-day training. 
That, since it preceded the Career Compensation Act, was thrown 
into quite a cloud and whether a man was covered on a portal-to-portal 
basis. I believe you were here at the time, Mr. Chairman. 

The real scheme of this came from a typical case. It was not a 
question of a National Guard man who had been mustered and gone 
on a train and was in a wreck; it was the case of some guardsmen who 
had gotten an automobile and went down to shoot over a weekend. 
They went down in their own car and it was wrecked and a couple 
were seriously injured. Are they or are they not covered? Public 
Law 108 was designed to cover them quite properly. 

The Comptroller General, after we passed the career compensation 
plan and got to a Federal employees compensation approach for the 
first time, where military retirement and death benefits were con- 
cerned, began to talk in terms—you are not covered. However, there 
have been certain cases that have been settled in the Court of Claims 
that would indicate, in fact, show clearly that when a man is under 
competent orders and those orders do not have to be written orders, 
with the one hand the Department of Defense at the moment is strug- 
gling to come up with a new Reserve plan to merely double the size 
of the existing Reserve. ‘That particular plan is going to place on 
each individual, as a member of the Inactive Reserve not on continu- 
ous active duty, an obligation to go to drill when his time comes. 
We believe strongly, and we believe that there is existing law sup- 
porting it by the courts, that if a man is going down in line of duty 
to attend drills and is injured, he is covered as much as if he is 
actually on the job and the gun explodes in his face. 

[ felt yesterday, when Captain Hoyt gave the example that he used, 
that if they had actually gotten down to the armory and were muste1 ed 
they would be covered, but would not be covered on the way down, 
that that was not in accordance with the way it exists in fact and law 
now, and I hope the committee will bear that in mind. 

Mr. Bates. That is going to be a difficult question to resolve. How 
do you know when someone is actually going there for that purpose ¢ 

Mr. Cuampers. In the Regular service, if there is an accident, there 
is certain administrative steps that you have to go through to deter- 
mine that it was not in the line of duty. In my opinion, if a man 
was either walking down or driving down, perhaps 150 miles to a 
training center and he was killed in an automobile wreck, that is one 
type of case. If he stopped at a beer joint and got hit over the head 
with a mug of beer, you have a different type ‘of problem. It is a 
matter of fact. 
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Mr. Harpy. He is still under orders, but not under orders to be in 
a beer joint ¢ 

Mr. Cuampers. The board of inquiry would say that he was not in 
line of duty. 

You could do us all a great deal of benefit when you finally decide 
this thing if you see that your committee report on that partic =. 
point is clear, because there are too m: iny lawyers trying to make 
living proving that point before the Court of ( ‘aims. 

There is another point. I would like to associate myself with what 
the committee might do about putting the Public Health Service in 
this. 

Mr. Ketchum brought up a very provocative and interesting point. 
I think vou committee members know as much about this as I, but I 
would not discharge my responsibilities if I did not discuss it here 
tor a moment. 

What is a career soldier? You pointed out there were 80 percent. 
I think you are 5 percent light in the Air Force. Many have been on 
active duty since 1938. The chances are that under present interna- 
tional conditions they will continue to be on active duty from here on 
out. When is a man a career man? Frankly, we have some | ste 
lines. I do not like them particularly. We wrote into the Career 
Compensation Act 8 years for certain aspects of physical disability 
retirement. Incidentally, most of the privates that come in are not 
Ted Williamses, most of them are lads from high school or college, 
and they have never established what their earning ability is. 

Every insurance plan or retirement plan that I know of is geared 
directly to what a man pays into it, or what a man is making. 

I happen to feel pretty strongly, and I think most of the people who 
think this through do, and if we are going into a contributory system 
we are going to contribute to that, and we should be paid. 

The Kaplan report came to the conclusion that you should relate 
benefits to the earning capacity at the ar the man died. That is 
speaking only to the survivorship part of I can match example 
for example with anything you ean bring dint and we all ean. I think 
that it is important to remember that is the pattern that we have 
throughout the country today. 

The whole trend is to always relate benefits of this kind to the 
station that a man has achieved. 

Now, Mr. Hardy, I learned in the Marine Corps not to volunteer 
for anything, but I want to comment on something. 

There has been some discussion about our national service life insur- 
ance, and talk about the pyramiding of benefits. Now, national serv- 
ice life is a little different from our gratuity we have, which a man 
does not pay for. I suspect that there are hundreds of thousands of 
policies that are still in force by men who came out of World War IT, 
and at that time they made an election. What am I going to do in 
the way of insurance? I am going to keep this in force, he said, and 
he has been paying premiums on it ever since. He has lived. He has 
not become a claim against the Government. Now he has orders to 
go back on active duty. I suspect that man when he made that deci- 
sion had he suspected maybe that at some future time there would be 
another system of death-gratuity payments in the service, and this 
insurance which he was struggling to carry was not going to mean a 
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thing to him, he would have gone ahead and done one of two things: 
He would have paid more and taken out commercial life insurance in 
lieu of the national service life which he only got ‘because the Govern- 
ment thought he was entitled to it by virtue of being in the service, 
and perhaps he would have let it drop. 

I discussed this last night with some of our folks from every angle, 
and they were unanimous in their opinions. He is getting it cheaper 
than commercial insurance, but he has been buying it from the Gov- 
ernment. The Government adds to what he buys, but that is when 
he goes in. We think that would be no different from an Acacia or a 
Prudential life-insurance policy which he has. It is something he has 
bought. That isa gratuitous comment. I cannot debate it or argue it. 

Mr. Bares. Everyone has to look at that in his own way. I am in 
that position. 

Mr. Harpy. I fully agree that he should have what he paid for. 
There is no argument about that, but if it is an extrahazard the 
Treasury picks up the tab and pays it. 

Mr. Cuampers. What do you mean by extrahazard death? 

Mr. Harpy. If he is killed on active duty as a part of his service. 

Mr. Cuameers. If he is killed. 

Mr. Harpy. Under orders. It is an extrahazard death, and it is 
not paid for out of the premiums he has been paying. 

Mr. Bares. The Government pays for it. 

Mr. Carnes. The face amount of the policy is not paid out of the 
OASI trust fund. It is charged to the Federal Government. In 
World War II, 87 percent of all the in-service deaths were deemed 
to be e .xtrahazard. 

Mr. Harpy. He has not paid for that coverage at all. 

Mr. Cuampers. If he is killed under those conditions, his premiums 
are refunded. 

Mr. Carnes. Not refunded. His premiums are retained in the 
NSLI fund. 

Mr. Harpy. And they help to improve the dividends to the other 
policyholders. 

Mr. Bares. Which we get. 

Mr. Cuampers. Not if you are dead. 

Mr. Harpy. That is the situation. 

We are all looking for light on this. 

Mr. Cuampers. That is what I am looking for, too. 

Mr. Harpy. To boil it down so that we understand it clearly. If 
it is an extrahazard death it is paid for by the Treasury and not 
out of the funds to which he has been contributing when he paid his 
premiums. 

Mr. Cuampers. He bought it and he paid for it all the way through. 
Does he get anything extra out of it? 

Mr. Harpy. He bought coverage for the civilian type of death. 
That is the thing he has paid for. “He did not buy coverage for extra- 
hazard death. Under e xisting law, if he has NSLI he does not collect. 

Mr. Cuampers. That is true. Again I come back to the fact you 
are now establishing a contributory system and the benefits 





Mr. Harpy. I am not talking about whether it is contributory or 
not. The thing that I am trying to say is this: If there is a substi- 
tution in payment under a different name in lieu of the $92.90, which 
is your death gratuity, are you going to make that payment which 
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includes something in lieu of the $92.90, plus the full indemnity under 
NSLL, or are you going to compensate for it by reducing the payment ¢ 

Mr. Cuamepers. | believe my lack of understanding is not quite as 
great as I thought a moment ago. You have your NSLI when you 
come on active duty. That is distinct from your 92.90 under the 
present system, and I think the committee is exploring it, exploring 
the possibility of substituting in lieu thereof another system, which is 
partly geared into the amount the survivor gets at certain stages from 
contributions made by the individual. 

Mr. Carnes. Predicated on certain wage scales. 

Mr. Cuampers. And also, the old-age part does not come in until 
they are 65. Does that start immediately / 

Mr. Bares. Those are benefits, not payments. 

Mr. Cuampers. The point is, you are coming out with a package 
plan. Everything must be taken in balance. 1 am saying it seems to 
me like a man who has been carrying this insurance, because he can 
get it cheaper than buying commercial insurance, brings that in to 
active duty with him and it is something he has when he comes in. 

Mr. Harpy. What you are saying is that the present law is wrong ¢ 

Mr. Cuampers. No, sir. He keepsthat. That is not a pyramiding 
benefit. On the one hand, he is being paid from a life-insurance 
policy he has in force and on the other hand, whatever benefits this 
committee comes out with would apply. 

Mr. Carnes. In extra-hazard death you want no offset to any other 
benefit that he would be entitled to if he has national service life 
insurance ¢ 

Mr. Cuameers. It would appear it is not a pyramid that would 
require an offset, at least the way I see it. If it were a commercial 
life insurance policy, and he had been paying $200 or more on it, the 
question does not come up. The point is the point of equity. He has 
been buying this over the years. That is his insurance. He is bring- 
ing that with him. You have set up a new set of employment stand- 
ards under your new plan which would not be affected thereby. 

Mr. Bates. I look at it differently. If I went back on active duty 
and I did not have to pay that $47 every 6 months, but in lieu of that 
I got other benefits without any contribution on my part, and I had 
the opportunity after getting out of the service to continue those pay- 
ments, I would feel that I was doing pretty well. 

Mr. CHampers. It would appear to me, also, you might have an 
election whether you wanted to continue that to maintain your right 
in that policy that you brought in with you if you could also get the 
other. 

Mr. Harpy. I think that equity is involved. It comes back to the 
question of whether or not you are going to pay for whatever you get 
in lieu of $92.90. 

Mr. CHampers. That is right. 

Mr. Harpy. If you do, I think that you have a point. 

Mr. CuamsBers. Anybody who carries that insurance would prob- 
ably continue to pay for that, if he knew his survivors would get it 
in addition to the present insurance. 

Mr. Harpy. If you do not make a charge for whatever is substituted 
in his compensation for the $92.90, I think it would be a duplication. 

Mr. Cuampers. I agree. 

Mr. Bares. We will keep in touch with you. 
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Mr. CuAmpers. We will be delighted to help. 

May I congratulate you and your staff on doing something that 
I have never seen done before, and that is get up ‘enough ex camples 
to pull out the problems. I think if we know what the problems are, 
we may have a better chance of solving them. 

Mr, Bates. We will hear the next witness. 


STATEMENT OF CHARLES E. LOFGREN, SECRETARY OF THE FLEET 
RESERVE ASSOCIATION 


Mr. Loreren. My name is Charles E. Lofgren. I am national secre- 
tary of the Fleet Reserve Association. That is a service organization 
whose membership is composed of enlisted men and temporary oflicers 
of the Navy and Marine Corps; active, fleet reserve, and retired. 

I speak for the career men of those services who are members of 
the Fleet Reserve Association. 

The Fleet Reserve Association supports, in general, that portion of 
the Kaplan Committee report dealing with survivor benefit for mem- 
bers of the armed services. It is w illing to leave to the fair judgment 
of the Select Committee on Survivor Benefits the job of coordinating 
the views presented by the representatives of the various Federal 
agencies, and others, with the Kaplan Committee report, and trusts 
that the committee may come up with an acceptable plan whereby 
equity and justice may be meted out to survivors of service personnel, 
which will be fair both to the Government and to the surviving 
dependents. 

The Fleet Reserve Association appreciates the invitation which has 
been extended to present any views or comments to more effectively 
meet the survivor benefits needs of our Armed Forces and former 
Armed Forces personnel. 

I desire to take my allotted time to bring to the attention of this 
committee what I consider a deplorable situation confronting some 
of the widows and orphan children of deceased service personnel, that 
in my humble opinion is most deserving of consideration by this 
committee. 

At yesterday’s hearings I listened to the testimony of Mr. Guy 
H. Birdsall of the Veterans’ Administration. Mr. Birdsall stated in 
effect that since the Veterans’ Administration is charged with the 
disbursement, that by the same token it should have the right to make 
determination as to entitlement. I have no argument on that score 
for I well realize the need for a central agency to assemble all docu- 
ments to establish proof of claimant’s status toward the servicemen, 
but I do not believe that any agency of the Government administering 
survivor benefits should be permitted to overrule the respective depart- 
ment of the Armed Forces on a determination the service department 
itself has made concerning: (1) Line of duty or misconduct. deter- 
mination as to cause of death; (2) military status of the serviceman; 
at time of death, or (3) date of death. 

Such overruling determinations are cur rently being made, not only 
by the Veterans’ Administration, but also by the Department of 
Health, Education, and Welfare, and I shall develop this point as I 
go along. 

In the Navy Department, certificates of honorable service, signed 
by the Secretary of the Navy, are issued to the next of kin of those 
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who die on active duty. Accolades signed by the President of the 
United States are issued to the next of kin of those who cie in battle. 
It is comforting to the surviving dependent to receive such a beauti- 
ful engraved accolade or certificate of honorable service bearing the 
personal signature of so high an official as the President or the Sec- 
retary of the N Navy, testifying as to the supreme sacrifice made by the 
serviceman in defense of hiscountry. But, can you visualize the utter 
despair that confronts the widow, mother, dependents, or orphan child 
a few months later when the Veterans’ Administration or the Depart- 
ment of Health, Education, and Welfare deny the claim for death 
compensation or social-security benefits on the grounds that (1) Death 
resulted from the servicemen's own misconduct; or that arbitrarily, 
and notwithstanding the determination made by the service in which 
he so faithfully served his Government; (2) that he was not in the 
active service at time of death, or (3) that the administering agency 
did not recognize the date of death as certified by the department. 

Illustrative of these three conditions: In all cases of violent deaths 
the Navy conducts a court of inquiry, board of investigation, or board 
of inquest, inquiring into the circumstances that lead to the service- 
man’s de: = This report is reviewed by the Judge Advocate Gener- 
al of the Navy, who makes a legal determination as to whether or 
not the man dies not. the result of his own misconduct. If the de 
termination is not misconduct, the Navy pays his next of kin the 6 
months’ death gratuity. In adjudicating claim for death compensa- 
tion, the Veterans’ Administration calls on the Navy for the proceed- 
ings of the inquest, and a claim of adjudication or attorney goes over 
the gruesome details and decides that the Navy’s determination of 
“not. misconduct” was wrong. Picture the condition, confusion, and 
mental anguish of the bereaved family, to hold in one hand a certificate 
of honorable service from the branch of the service in which the man 
served, and in the other hand, a denial of death compensation based 
on the independent determination of another agency of that same 
Government. 

It just does not make sense. 

Turning now to the second illustration: Military status of the serv- 
iceman at time of death. A serviceman, Caiquep Arsenio, XC 4 138, 
264, reported for active duty October 18, 1940. Carried by Navy ina 
missing status on the fall of Corregidor May 6, 1942. Reported to 
have been a member of the death march Bataan to Capaz. Reported to 
have been confined in the Japanese prison at Capaz, Tarlac, Philip- 
pines, Under the Missing Persons Act the widow received active- 
duty pay from date missing in action, May 6, 1942, through June 25, 
1945, and the 6 months’ death gratuity. Upon reoccupation of the 
Philippines by the United States forces it was found that the service- 
man actually died on August 3, 1944, reported to me to have been 
the direct result of disease and suffering incident to maltreatment on 
the death march and at the Japanese concentration prison. 

From what I gather, this serviceman was released from the Japanese 
prison camp along with numerous others captured at Corregidor for 
political reasons to cement a better fee ling between the Filipino peo- 
ple and their Japanese conquerors. But never having been separated 
from active duty he was still “United States Navy active,” as evi- 
denced by the fact that the Navy paid his surviving dependent the pay 
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due him through the time he was determined dead, June 25, 1945. 
How inconsiderate can an agency of this great Government be? Claim 
for death compensation was denied. On appeal, from which there is 
no further appeal or legal redress, the Board of Veterans Appeals 
stated that for purposes of laws administered by the Veterans’ Ad- 
ministration, the active naval service of this veteran terminated May 6, 
1942,” and the appeal was denied. 

Beyond that point the widow has no remedy, as decisions of the Vet- 
erans’ Administration are final, and no court has jurisdiction, except 
on Veterans’ Administration insurance contracts. 

I feel deeply over such a miscarriage of justice, and if a court of our 
country had jurisdiction, which it does not, I don’t believe any court 
in the land would uphold the decision of the Veterans’ Administra- 
tion in this and similar cases. 

I hope you gentlemen will agree with my feeling in the matter on 
such a typical case. The tragic part here is that the Veterans’ Admin- 
istration at first did allow death compensation based on the report of 
the Navy, from June 26, 1945, through August 31, 1953, then withdrew 
the award and are now demanding the return from this distressed 
widow an overpayment of $6,648.33. I wonder where she is going 
to get it. 

Lastly, how an agency of the Government can arbitrarily rule that 
a serviceman died on a date other than as certified by the service de- 
partment is really one for the book. 

Here I cite the typical case of Antonio Medenilla, social security 
account 575-386-0601, case No. F 598-599, Department of Health, 
Education, and Welfare. 

He was on duty in the Navy at the outbreak of World War II at 
Corregidor, and carried by the Navy as such from June 12, 1941, until 
December 2, 1945, the date on which his death was presumed to have 
occurred, 

The widow was paid active-duty pay through December 12, 1945, 
plus the 6 months’ death gratuity. ‘The widow filed claim for social- 
security benefits for herself as mother and for a minor child. The 
Department of Health, Education, and Welfare denied the claim, and 
following the administrative procedure set forth in the Social Secu- 
rity Act, she requested a hearing before a referee of the Social Secu- 
rity Administration. 

The widow represented that she had received conflicting accounts 
as to her husband’s whereabouts for part of the time when he was in a 
missing status, and if he survived the fall of Corregidor and the death 
march, he may have died unaccounted for. 

Be that as it may, officially he was a member of the United States 
Navy on active duty until declared dead officially under the Missing 
Persons Act. 

There attaches no comfort to the widow in not knowing what 
happened to her husband and the father of her minor son, who ap- 
parently died gloriously in the defense of the United States as a 
naturalized American citizen, and there is no grave where she can 
pay silent tribute to his memory. Is it any wonder why these poor 
people are bitter at the treatment accorded them by a presumably 
grateful Government, when the referee of the Social Security Ad- 
ministration “believes however, that in the case of a serviceman 
reported ‘missing in action,’ the presumptive date of death is the 
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date when the serviceman was missing in action,” and accordingly 
ruled that the wage earner died on May 6, 1942. Remember 
Corregidor ! 

This widow’s sole recourse under the law was to exhaust all ad 
ministrative procedures by next requesting review of the referee's 
decision by the appeals board; if denied, to enter suit in the United 
States district court nearest to residence, in this case probably 
Hawai, T. H. 

These unfortunate widows in a faraway land do not understand 
this complicated procedure, nor do they have the wherewithal to 
engage the services of an attorney to b: ittle for what should right fully 
come to them without court litigation. ‘Time limits having long since 
expired, they have no further remedy at law. 

This concludes the factual and typical cases of the points I have 
developed, and I sincerely trust that this select. committee may find 
it advisable to include in its report to the Congress a spec ific recom 
mendation that agencies administering survivor benefits for Armed 
Forces personne! shall be required to follow the official determinations 
of the Department in which the serviceman served, covering line- 
of-duty determinations, military status at time of deaths, and dates 
of deaths, and that this be made retroactive to December 7, 1941, the 
date on which the United States entered World War LI. 

I thank you all. 

I thank you very much, gentlemen. 

Mr. Bares. Fine. Thank you, Mr. Lofgren. 

It is not only the widows in faraway lands who do not understand 
a lot of this. 

Thank you very much. 

The committee now stands adjourned until tomorrow morning at 
10 a. m., when the American Life Convention and other individuals 
will appear before the committee. 

Then we have the Department of Defense witnesses scheduled at 
11 a. m., here. 

Thank you, gentlemen; and the committee now stands adjourned. 

(Whereupon, at 5:15 p. m., the committee adjourned to 10 a. m., 
Friday, November 19, 1954.) 
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FRIDAY, NOVEMBER 19, 1954 


House or REPRESENTATIVES, 
SELECT COMMITTEE ON SuRvivors BENEFITS, 
Washington, D. C. 

The select committee met at 10 a. m., in room 445, House Office 
Building, Hon. William H. Bates (chairman) presiding. 

Mr. Barres. The committee will please come to order. 

The first witnesses today will be those from the National Association 
of Life Underwriters. 

Will those witnesses please come forward and give your names to 
the reporter ? 


STATEMENT OF LOUIS J. GRAYSON, CHAIRMAN, COMMITTEE ON 
AFFAIRS OF VETERANS AND SERVICEMEN, THE NATIONAL 
ASSOCIATION OF LIFE UNDERWRITERS 


Mr. Bares. Mr. Grayson, I understand you have a meeting in New 
York, and that you will be leaving here by 10:30 this morning? 

Mr. Grayson. Well, sir, it is not in New York; it is better than that. 
It is down in Virginia. 

Mr. Bates. Well, it would be better than that if it were up in 
Boston. 

Mr. Harpy. We certainly want to be sure that he is able to get to 
that one. 

Mr. Grayson. I spent 2 weekends in Boston recently. So, this time 
it will be down in Virginia. 

Mr. Harpy. You are going to try to get over your trip to Boston. 

Mr. Grayson. I beg your pardon? 

Mr. Harpy. You are going to try to get over your trip to Boston? 

Mr. Grayson. Boston was a working trip, and this is pleasure. 

Mr. Bares. All right, Mr. Grayson, you may give your full name, 
please. 

Mr. Grayson. My name is Louis J. Grayson. 

Mr. Bares. Will you please indicate the capacity in which you 
appear here today ? 

Mr. Grayson. I am chairman of the Committee on Affairs of Vet- 
erans and Servicemen for the National Association of Life Under- 
writers. 

That is an organization with a paid membership of some 60,000 
life-insurance agents scattered throughout Massachusetts, Virginia, 
and New York. 

Mr. Bares. That is far enough. 

Mr. Grayson. And, throughout lesser States. 

359 





360 STUDY OF SURVIVORS BENEFITS 


Mr. Ta Very well. 

Mr. Grayson. Our association is deeply appreciative of your cour- 
tesy in inviting us to submit our suggestions and recommendations 
concerning survivorship benefits for milits ary personnel. 

We have studied with much interest the very able report on the 
uniformed services retirement system submitted to the Congress by 
the Kaplan Committee on Retirement Policy for Federal Personnel, 
under date of May 13, 1954. 

I am going to confine my comments to the survivorship benefits for 
military personnel and my comments are going to take exactly 7 min- 
utes, unless you gentlemen see fit to ask me questions, and I will not be 
the least bit perturbed if you want to interrupt me at any time. 

We are in substantial accord with the finding of that body as to the 
serious defects and what we consider, and what they consider, as in- 
equities in the present system of survivorship benefits. 

Furthermore, we subscribe in general to the nature of the remedies 
which they recommend. 

However, we are at variance, when we come to the Committee’s rec- 
ommendations as to the magnitude of the proposed new survivorship 
benefits. It appears to us that these recommendations, if adopted, 
would tend to enlarge and perpetuate in our economy a foreign philos- 
ophy which seems to have developed only within the past few years, 
and to which we cannot subscribe; namely, the doctrine that the Fed- 
eral Government alone has an obligation to support in complete com- 
fort and security the survivors of anyone in the armed services who 
happens to die while on active duty. We consider this doctrine insid- 
ious and dangerous. So far as we are aware, it has no parallel in any 
other segment of our population and certainly not in private enter- 
prise, 

Under the old-age and survivors insurance program, the Congress 
has seen fit, and we believe it has been wise in doing so, to est: ablish the 
principle that the dependents of deceased workers who die should be 
provided with a minimum layer of tax-supported Government. bene- 
fits—a sort of a floor of governmental benefits or benefits provided and 
paid for by the taxpayers, on which they could develop and build their 
individual programs in accordance with their individual needs, and 
desires. 

Until the end of World War II that same doctrine of providing only 
minimum benefits prevailed with equal impartiality to both civilians 
and to military alike, but for some strange reason during the past few 
years, the system of gratuitous survivor benefits for military personnel 
has expanded several hundred percent beyond anything conceived of 
10 years ago. 

The proposals of the Kaplan Committee, while sound in many re- 
spects, would in many cases only mark a further expansion and liber- 
alization of these benefits, and we believe would establish a degree of 
paternalism which is completely foreign to our concept of government, 
and touch the hem of socialism. 

Mr. Bares. Mr. Grayson, in regard to your statement to the effect 
that the gratuitous survivorship benefits for military personnel have 
expi anded several hundred percent, do you want to indicate what par- 
ticular things have happened during that period of time which justify 
that statement ? 

Mr. Grayson. I would be very happy to, sir. 
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I think Mr. Hardy is especially familiar with that. To begin with, 
before the war, if a man died on active duty, his widow received, as I 
recall, $30 a month for life. Today that amount is $87. 

Mr. Carnes. Before what war, Mr. Grayson / 

Mr. Grayson. I beg your pardon / 

Mr. Carnes. Before World War II? 

Mr. Grayson. World War II. 

Today it is $87. 

Mr. Bares. Well, now, you have the question of inflation which you 
do not want to overlook. 

Mr. Grayson. No; that is correct. Then, we have in a similar 
fashion the situation in regard to children. They used to get, as I 
remember, $12 for the first child, and $8 for the second, and today it 
runs about $45 and $30 approximately. 

Now, that might be attributed to inflation, but superimposed on 
top of that has been social-secur ity benefits which have been gratuitous 
and which for a wife and 2 children amount to $128 a month. We 
think that is very substantial. 

Then, on top of all that, there has been added the gratuitous sur- 
vivorship benefits, which have replaced the Government insurance 
which they formerly paid for, which is now in effect. So, that alto- 
gether, as has been brought out so clearly by Mr. Hardy in his previous 
discussion, if a mas dies today on duty—active duty—leaving a widow 
and 2 children, they will get something over $300 2 month for at least 
the first 10 years, gr: atuitously, contrasted with some possibly $50 a 
month before that. In other words, there has been an increase from 
$50 to, well, let us say, $400 a month, which would be about an 800- 
percent increase. 

Mr. Bares. That is, in some cases. 

Mr. Grayson. That is correct, 

Mr. Harpy. You find other cases,  talinal where the income after 
the decease of the serviceman is still down pretty low. 

Mr. Grayson. That is correct, and those are some of the inequities 
which the Kaplan Committee brought out and in which we concur. 

But, we feel that many of the proposals of the Kaplan Committee, 
while they are in some cases very sound, would in other cases mean a 
further expansion and liberalization of those benefits which I have 
just made reference to, and we believe that they would establish a 
degree of paternalism which is rather completely foreign to our con- 
cept of government, and as I previously stated, we believe they would 
touch the hem of socialism. 

It is our conviction that beyond any basic floor of economic security 
provided by the Government, there is a broad domain where individual 
responsibility should remain sovereign. We believe that the Federal 
Government should neither invade that domain nor usurp individual 
responsibility. We further believe it is the duty of each individual— 
and that applies equally to military as well as civilians, to provide <a 
his own dependents and that that duty transcends merely an oblig 
tion. Itisa privilege and a right, and when the Federal Governme oe 
through a system of excessive gratuitous survivorship benefits, at- 
tempts to do for the individual that which he is honorbound to do for 
himself, that that violates the precepts of our national philosophy. 

Mr. Harpy. On that point, Mr. Grayson, I think we would have to 
recognize, would we not, that in the case of so many of these young- 
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sters, they have not yet had any opportunity to provide for their 
dependents. 

Mr. Grayson. Granted, sir. 

Mr. Harpy. That is one of the things I do think we have to be mind- 
ful of, following along the general philosophy, however, which you 
have expressed. 

I think we have to be careful about paternalism, but I do not think 
we should overlook the fact that so many of these youngsters come in 
here, perhaps, and take on obligations prior to entering the service, 
and have had no opportunity to really make provision for the future 
of their survivors. 

Mr. Grayson. We agree 100 percent with that, sir, and it was our 
intention to end this treatise here to merely dwell upon the broad 
philosophy of our thinking, without making any recommendations 
or without giving any consideration to specific recommendations. 

If the committee would so desire, I am sure that we would be only 
too happy at a later date to bring forth specific ideas, or to give our 
ideas on any specific subject where they might be requested. 

Mr. Harpy. I think we would like very much to have that. 

Mr. Grayson. Yes, sir. 

Mr. Bares. You feel that an officer, who has advanced in rank, and 
who has spent some time in the service, should out of his own pay 
provide some sort of a program which would be in addition to what 
the Government might provide ? 

Mr. Grayson. That is 100 percent correct, sir. 

Now, there are a lot of things which we did not want to put into 
the report because we wanted to make it brief so as to not take up your 
time, because we realize the extent of your responsibilities, but in the 
services we must face this fact: 

The commissioned personnel are not enthusiastic, on the whole, 
about any system of any gratuitous benefits, because they believe, 
rightly or wrongly, that what the Congress in its generosity gives 
today, another Congress in its effort for economy may take away 
tomorrow. 

Mr. Bares. How did you develop that assumption, Mr. Grayson ? 

Mr. Grayson. Well, I suppose that a good deal of that has come with 
the loss of many of their other priv ileges. 

Mr. Barres. What have they lost ? 

Mr. Grayson. They feel that that has resulted in a loss of a great 
many things in the last few years. 

Mr. Bares. But, what ? 

Mr. Grayson. They feel they have lost a great deal of their privi- 
leges with respect to commissaries, for instance. 

Mr. Bares. Well, right on that point, before any of this agitation 
developed they had 200 commissary stores. At the present time they 
have more than that. So, that is no reason, regardless of what they 
might think. ' 

Mr. Grayson. I recognize what you say, and that is why I say, 
rightly or wrongly, they feel that way, but I do know there is a 
prevalent feeling among a great ms iny of them to that effect. 

Mr. Bares. Yes: and it has been played up in a good many news 
stories, and in Reader’s Digest articles, that what you indicate is true; 
insofar as our feeling is concerned, the overall situation is nothing 
like what they contend it to be. 
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Mr. Grayson. That is correct. 

That same thing prevails in respect to benefits for Reserve officers. 
That has been publicized to such an extent that almost every officer 
today you talk with feels that there is a tremendous discrimination 
between the Regular and the Reserve, because if any Reserve officer 
dies on active duty, his f: amily will get many times what the Regular 
will, in the same circumstances, would get, and of course it is not true; 
no. 

The FECA is a Workman’s Compensation Act for the military and 
there is not 1 out of 10 ore officers dying on active duty whose 
dependents actually draw those benefits, but it is the unfavorable pub 
licity which has been given to it which is bad. 

Mr. Carnes. It may be a little higher percentage than that, Mr. 
Grayson, especially in the Air Corps. 

Mr. Grayson. During the Korean episode, yes, sir, but I was lea 
ing that out. 

Mr. Carnes. This committee analyzed 688 cases of in-service deaths 
which occurred in January of this year, and I do not remember the 
exact figure—I had it yesterday afternoon—but it seems to me that 
there is something like 89 or 94 claims which have been filed under 
FECA, which would indicate a ratio a little higher than 1 to 10 of 
FECA benefits. 

Mr. Harpy. That is the percentage of your total figure of deaths, 
but not a percentage of the Reserve deaths. 

Mr. Carnes. No, sir; that is the percentage of total deaths, but of 
those Reserve deaths, I think the percentage would be considerably 
higher than 10 percent. 

Mr. Grayson. It would be higher; there were a great many of those 
Korean war deaths. 

Mr. Carnes. I had reference to the in-service deaths in January of 
this year. 

Mr. Grayson. None of them were related to the Korean war? [am 
very happy your corrected me on that. 

Mr. Carnes. Mr. Grayson, let me ask you this further question, 
following up the thought which the chairman had: 

In the higher pay grades, you feel it is the responsibility of those 
officers to provide for themselves, but if the military across the board, 
the enlisted men and the officers alike, were to be granted by the Con 
gress, say, a 10-percent pay increase, do you feel that would in any 
sense lessen the Government’s obligation to provide survivor benefits, 
or do you feel that that 10 percent would be absorbed in the cost of 
living, or that a portion of that percent raise may go to those people 
providing some degree of protection or savings for themselves? 

Mr. Grayson. That is a very good question, and I would be very 
happy to discuss that at length at some time when we would have 
more time, because it is too involved. 

I think this: I think that the services are there entitled to approxi- 
mately an average of, maybe, 8 percent increase in their pay, due 
entirely to the cost of living, with no consideration or respect to sur 
vivors benefits. I think that whatever increase services are given 
should not be given clear across the board, for the same percentage, 
because we have had increases in the past which were applicable main- 
ly to the low grades and the enlisted ranks, rather than the higher 
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commissioned ranks. But, an average of 8 percent, I think, would 
be due to the services, just because of the increased cost of living, 
and also partially due to the fact that very few of them any longer can 
live on reservations. 

Before the war, the great bulk of the military personnel had hous- 
ing furnished to them. 

Mr. Harpy. You say very few of them are now living on the reser- 
vations / 

Mr. Grayson. I think the percentage of commissioned officers who 
have housing furnished now is very small. 

Mr. Harpy. We have a big program which was authorized for 
that purpose this year. 

Mr. Grayson. But, it is not completed as yet. 

Mr. Harpy. That is correct. 

Mr. Carnes. They are saying that a 10-percent increase would, 
perhaps, be absorbed in the cost ‘of livi ing, and that it would not help 
those individuals to provide anything for themselves. 

Mr. Grayson. I think it would be. 

Mr. Carnes. So, therefore, the need for survivors benefits would 
continue to exist just as it exists today, to the same degree as it existed 
previously, even with the 10-percent increase in pay. 

Mr, Grayson. If the policy of the Government is going to be to 
substitute survivors be vate in lieu of pay, then, I suppose, that the sy 
have to have it, because we feel they are entitled to maintain a reason- 
ably adequate survivorship program. 

They have either got to pay for it, or it has got to be given to them, 
and they cannot afford it on their own pay sc vale. 

Mr. Carnes. L& me ask you this one further question, Mr. Grayson : 
Suppose there was a pay increase of 20 percent cross the board. Do 
you feel that the average rank and file—both enlisted men and officers 

-would absorb that increase in a higher standard of living? 

Mr. Grayson. No, sir. 

Mr. Carnes. Or, do you think they would so provide for themselves 
so as to lessen the need for the Government increase in the survivors 
benefits ? 

Mr. Grayson. I think, by and large, they would provide for their 
own dependents to a very large extent. 

Mr. Harpy. Do you really believe that, Mr. Grayson ? 

Mr. Grayson. I am talking more about the commissioned personnel 
than the enlisted personnel. 

Mr. Bares. Mr. Grayson, you may proceed with your statement. 

Mr. Grayson. It does seem rather strange, if you stop to think 
of it, that we have selected the military personnel for that paternal- 
ism. It is sort of as if we were to say to them that we are willing to 
trust you with the security and the safety of our country, but we are 
not willing to trust you with the security of your own families, and 
your own loved ones. 

That does not make sense, particularly if they are among the com- 
missioned personnel. 

For the Federal Government to attempt to assume that entire re- 
sponsibility for them, particularly for the commissioned personnel, 
it seems to us to rob the individual of a certain sense of self-reliance 
and responsibility and self-esteem to which they are entitled. 
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It seems to us, also, that when you encourage complete dependency 
on governmental largess for those benefits, that that is not calculate vd 
to develop character and decision on the part of our military per- 
sonnel. 

We are very proud—perhaps inordinately proud—of our military, 
and as I mentioned before, they do have a just and enduring right to 
adequ: ite security for their families. 

They have the intelligence, and we feel they have the desire, to 
make personal provision for much of that security, if they have the 
means and the opportunity. 

We respectfully submit that sound policy dictates that the Gov- 
ernment, instead of undertaking to relieve them of their individual 
responsibility in this area, by providing excessive gratuitous survivor- 
ship benefits, should pay our servicemen adequately in order that 
they may exercise their own good judgment, like other citizens, and 
follow the dictates of their own conscience, and, incidentally, my per- 
sonal feeling is that that would not be a bad policy for the Govern- 
ment to take with Members of Congress. 

Mr. Bates. I think it is a good rule in life; is it not, Mr. Grayson ¢ 

Mr. Grayson. I think we should pay the Members of Congress an 
adequate s salary. 

Mr. Bares. Are there any further questions ? 

Mr. Harpy. I do not believe so, but that last statement which he 
dropped there about the Congress puts me to thinking a little bit. 
Maybe that is an argument for an increase in pay, and maybe it is 
an argument for a little bit better judgment on the part of the Mem 
bers of Congress to provide for their families, and then you would 
not then need the retirement system. 

Mr. Carnes. Mr. Grayson, there is only one question which I want 
to ask: 

You mentioned twice in your statement, an “adequate floor.” 
Would you just very briefly tell us what your thinking is in the terms 
of this language? “Are you speaking in terms of a voluntary floor of 
$125 a month, or just what floor do you mean by the use of the words 
“adequate or minimum floor” / 

Mr. Grayson. As an organization, we have not discussed with our 
membership as to just what would be a reasonably adequate floor. 
We feel that the committee in its wisdom is very able to do that. 

Mr. Harpy. What elements would you consider would go into it? 

Mr. Grayson. I beg your pardon, sir? 

Mr. Harpy. If you have not considered the amount of it, what 
elements would make it up? 

Mr. Grayson. Well, if you are asking me for my personnal 
feelings— 

Mr. Harpy. That is all I am asking. 

Mr. Grayson. It is something of this order: I agree with the 
Kaplan report that $75 or $87 for a widow without any children is 
insufficient. It is not an adequate floor. I think $100 or $125 or 
something like that would be an adequate floor. 

We do not have so much criticism of the Kaplan recommendations 
with respect to that phase of it, as we do of the excessive amounts 
which have been provided for other survivors, particularly where 
there are children and also on that, if they are going to add onto 
that $125 the social security. 
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Then, you have something which is no longer a floor. In other 
words, the very existence of social security, in our judgment, lessens 
the demand in that the Congress supplement it to this large extent. 

Mr. Carnes. I do not want to delay you, Mr. Grayson, but let 
me ask you one question which has been pursued at length by the 
committee, and that is the question of offset : 

If the Government had a retirement system or a survivors-benefit 
program, plus social security, and if you had a widow who had no 
children, who was a widow at 45, and did not remarry, she would 
go from age 45 until age 65 before she became eligible for social 
security ¢ 

Mr. Grayson. Yes, sir. 

Mr. Carnes. You are saying that the floor should be $125 during 
that 20-year period ¢ 

Mr. Grayson. Not necessarily $125. I merely say we are willing 
to go along with the recommendations of the Kaplan committee on 
that, but our feeling is when they get to be 65 that the Government’s 
contribution should drop. 

Mr. Carnes. You want the offset principle to apply as social 
security takes effect / 

Mr. Grayson. Exactly, sit 

Mr. Carnes. All right, sir. 

Mr. Grayson. It would be very much like the retirement plans of 
industry where the company will give a man $100 a month, including 
social security. We think it is the overall that is the important point, 
and not whether it comes from social security or from a Government 
pension, or any other source. 

Mr. Carnes. To complete the example: If the widow received $84 
under social security, then you would have her $125 VA compensation 
reduced by the difference between the $125 and the $84? 

Mr. Grayson. That is correct, sir. 

Mr. Carnes. And you would keep that floor? 

Mr. Grayson. That is correct, sir. 

Mr. Bares. What reason would they have in service to take an 
actual reduction in benefits when they have actually made contribu- 
tions to social security ¢ 

They are going to be right back where they are at the present time, 
but in the me: antime they have put in 2 percent of their pay for social 
security / 

Mr. Grayson. Well, it is merely the fact that there is not any 
obligation on the part of the Government to provide more than that 
floor. So, that has been the principle that Congress has established— 
that all they are doing is going to furnish a floor, 

Mr. Harpy. If the Government provides a floor of $125 compen- 
sation, and then at age 65, or whatever it is, you get another $84 or 
$85 coming in from social security, you would propose that that $84 
not be payable, or that the compensation be reduced by that amount? 

Mr. Grayson. That the compensation be reduced; that is correct, 
sir. 

Mr. Harpy. Even though this social-security payment was a result 
of contributions which the individual had made then to the social- 
security fund ? 
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Mr. Grayson. Well, that still lessens the demand for a contribution 
by the Government. All the Government is trying to do is to guar- 
antee that they have a floor. 

Mr. Harpy. You would go further, then, and say if they were on the 
outside, prior to age 65, and earned as much as $125, they would get 
no compensation 4 

Mr. Grayson. No, I do not think we do that, sir. 

Mr. Harpy. But don’t you have some equivalent earning by social 
security by virtue of the fact the individual made contribution to the 
social-security fund? 

Mr. Grayson. Some part of it, and a good deal of it is tax supported. 

Mr. IlArpy. I appreciate that 

Mr. Grayson. To a very large extent, and we feel in the future to 
an increasing extent, social security is going to be a Government 
tax-supported proposition rather than individual. 

Mr. Harpy. You do not think the social-security fund is sound ? 

Mr. Grayson. | would not go that far, sir. 1 have my reservations, 
however. 

Mr. Bares. Thank you very much, Mr. Grayson. 

Mr. Grayson. Thank you for your courtesy. 

Mr. Bares. You are very kind in coming here today. 

Mr. Grayson. I appreciate your courtesy. 

Mr. Bares. The next is the American Life Convention. Is any 
representative present from the American Life Convention? {No 
answer. | 

Mr. Carnes. Mr. Chairman, they stated if they did not appear in 
person this morning they wanted to have the privilege of filing a 
statement with the committee. So it may be they will file a statement. 

Mr. Barrs. Are any individuals present who wish to be heard on it? 
| No response. | 

We will take a short recess until 11 o’clock. 

(After recess. ) 

Mr. Barres. The committee will resume its hearings. Will the 
representatives of the Department of Defense come to the witness 
stand and give their names and capacities to the reporter / 


STATEMENTS OF ADM. PHILIP WOMBLE, DIRECTOR OF PERSONNEL 
POLICY, DEPARTMENT OF DEFENSE; AND CAPT. J. B. HOYT, 
UNITED STATES NAVAL RESERVE, SPECIAL ASSISTANT CHIEF 
OF NAVAL PERSONNEL 


Mr, Carnes. Admiral Womble and Captain Hoyt we primarily this 
morning just want to secure a few facts. I think the session may be 
fairly brief, and we may be able to adjourn by 11: 30 or 12 o’clock. 

Mr. Chairman, I do not believe the Department of Defense's reply 
to your letter of October 7 has been entered into the record and it is 
quite informative and I think adequately answers the questions which 
we raised with the Department. I would like to have that inserted 
in the record at this place. 

Mr. Bares. Without objection, the letter will be inserted in the 
record. 
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(The letter above referred to is as follows:) 


OFFICE OF THE ASSISTANT SECRETARY OF DEFENSE, 
LEGISLATIVE AND PUBLIC AFFAIRS, 
Washington 25, D. C., November 2, 1954. 
Hion. WILLIAM H. BATES, 
Chairman, Select Committee on Survivor Benefits, 
House of Representatives. 

Dear Mr. CHAIRMAN: This is in reply to your enclosure 3 which was a part of 
your letter of October 7, 1954, addressed to Secretary Wilson regarding certain 
questions with respect to survivor-benefits legislation and enclosing copies of the 
Kaplan Committee report, legislation to implement that report, and a list of 
specific questions (enclosure 3) pertaining to the plan for placing military per 
sonnel on a full contributory basis under social security. 

The Department of Defense has given these questions careful consideration, 
and answers thereto are submitted herewith, in the order in which the questions 
were listed : 

Question 1: What studies have been made by the Department of Defense to 
determine the desirability or need of the extension of social-security coverage to 
members of the Armed Forces on a contributory basis? 

(a) What implications of significance were covered? 

(b) What were the conclusions and recommendations that developed from 
such studies, if any? 

In answer thereto, a Department of Defense interservice committee made an 
extensive and detailed study of the entire survivor-benefits area in 1952. The 
question of extending social-security coverage to include members of the Armed 
Lorces on a contributory basis was included in this study. 

(a) The chief implications covered therein were the feasibility and desirabil- 
ity of having full contributory membership for Armed Forces personnel. 

(b) From this study, it was concluded that it was both feasible and desirable 
to extend social security on a contributory basis to cover military personnel, and 
the committee made recommendatious to that effect. Some of the reasons in 
support of the committee’s recommendations on this question were: (1) The 
present coverage was of a transitory nature (free coverage to all persons pass- 
ing through the service). (2) Without the inclusion of social security, it is 
difficult to build a proper survivorship system for families, especially with non- 
career personnel. (3) The injustice of requiring the expense of a gratuitous 
system to be borne by the employees and employers in covered industry, rather 
than by the Government 

Question 2: What was considered the most effective way to remit cash pay 
ments and any statistical data relating to wages? 

(a) If social security is established on an employer-employee contribution 
basis, should the Department of Defense remit a lump-sum payment, or should 
each service independently remit the employer contribution from the pay 
appropriations? 

(6) Should the Congress be required to provide a direct appropriation to the 
fund as the employer’s contribution? 

(c) How should the contributions of military personnel be handled? 

In answer here, because of the nature and relationship of the questions pre- 
sented, it appears a single overall answer is more appropriate. 

No definite recommendations have been made as to the mechanics of making 
employer and employee contributions with regard to social-security coverage for 
personnel of the Armed Forces. However, by informal discussions with the Social 
Security Administration, this problem has been considered and the following 
approach has been developed: The individual military service should make the 
employee contributions via monthly payroll deductions from the military per- 
sonnel in the same manner as now employed for income-tax withholding. Using 
this method, no increase in appropriations would be required for this purpose. 
It is believed, also, that these employee contributions could be made on an esti- 
mated basis, quarterly or semiannually, in the same manner that income taxes 
are now handled with adjustments annually at the time that the individual pay 
records are audited. Under the recommended method of fixed wage credits per 
gzrade, no administrative difficulty would be encountered in the field in making 
these deductions, nor in adjusting them at the finance centers. In addition, this 
method would obviate the necessity for issuing individual social-security cards 
to the members of the service while on active duty. On separation from the 
service, the member would be given a transcript of his wage-credit deductions 
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made during his period of active service which he would then file with the field 
branch of the Social Security Administration nearest his home. This is merely 
an extension of the system now used for the payment of benefits on active 
service. 

The employer’s contribution could be made by the services by either of two 
methods, (1) an additional appropriation to the pay appropriation of the in 
dividual service, or (2) by a single lump appropriation to the Department 
of Defense. The latter method has the advantage of isolating the cost to the 
Government as an employer under this extension of social-security coverage. 

In answer to question (b) above, this is a matter of congressional policy de 
termination. However, it is pointed out that in the past the Congress has been 
reluctant to appropriate annually to other funds of the same nature for the rea 
son that such funds were more than sufficient to pay the claims currently arising. 
In the event that the Congress determines the method of direct appropriation 
advisable, the failure to make annual appropriations would not have the delete 
rious effect upon the social security old-age and survivors insurance trust fund 
as such action has had on other such funds in the past. The employee's con 
tributions would provide a cushion against maturing claims as compared with 
the present gratuitous system for the reason that these contributions would ex 
ceed the cost of these maturing claims for some years to come. 

Question 3: If the present practice of quarterly detail reports and other re 
quirements now placed on employers be followed, what estimates are available 
regarding the administrative burden on the Department of Defense ’ 

(a) What studies have been made to determine whether the administrative 
burden of implementing social security for military personnel can be absorbed 
with the present personnel and funds of the Department of Defense? 

(b) If no study has been made, what is the best estimate as to the extent to 
which such costs can be absorbed? 

(c) If such costs cannot be absorbed, where would they be incurred, and for 
what purpose? 

It is believed that identifiable costs, if any, of operating under a system, such 
as has been outlined above, can be absorbed. The services have made no esti 
mates relative to the burden of making detailed monthly or quarterly reports 
since it has been assumed that such reports would not be required. In the in 
formal discussions with the Social Security Administration on the mechanics, 
it was considered that the far-flung nature of the services, the fixed terms of 
employment of the vast majority of the members thereof, and the reasonable 
certainty that the Government will remain in business and will not cheat it 
self, rendered frequent collections and detailed statistical reports unnecessary 

Question 4: What planning conferences, if any, have been held with repre 
sentatives of the Social Security Board and others, to discuss administrative 
mechanics if social securtiy for the military on a contributory basis were to be 
come a reality? 

There have been no formal planning conferences, but, as before stated, the 
administrative mechanics as outlined here were informally discussed with the 
representatives of the Social Security Administration. A legislative proposal, 
pertaining to social-security coverage for members of the Armed Forces, was 
developed by the Department of Defense out of the study made by the De 
partment of Defense interservice committee and the Kaplan Committee report. 
Advice and assistance in the drafting of this legislative proposal was given the 
Department of Defense by the Social Security Administration, and as stated in 
our earlier letter of October 14, 1954, this item is before the Bureau of the Budget 
for its advice. 

Question 5: If Armed Forces personnel were to be placed under social security 
on a contributory basis, a 2 percent contribution would be required of the em 
ployees. While benefits would accrue to the contributors, in practical effect 
this would result in a 2 percent pay cut. Would this be accepted graciously 
by the services? 

Once the full meaning and import of social security is understood, no great 
amount of objection to the small deductions from pay is anticipated. It is 
helieved that almost all of the service members will gladly accept the deduc- 
tions from pay affected by contributions to the social security, provided that they 
are eligible for the full benefits accruing under that system. 

Question 6: If social-security coverage were extended to the Armed Forces 
for the primary purpose of achieving survivor benefits, what action is rec- 
ommended regarding the dual system of retirement benefits that would evolve? 

Cognizance should be taken of the fact that the estimated Government, or em- 
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ployer, contribution involved in placing Armed Forces personnel under social 
security would exceed $200 million per year. 

The Kaplan Committee has exhaustively examined the matter of integration 
of the social security old-age and survivors insurance system with the existing 
military retirement system. The conclusions and recommendations of this 
croup were that the social-security system be completely additive to the existing 
retirement system, which recommendations are strongly concurred in by the De- 
partment of Defense. The Kaplan Committee and the Department of Defense 
are cognizant of the fact that, if it is decided that the Department of Defense 
or the services should make the employer's contribution to the social security 
trust fund, it would increase the service appropriations by a total of approxi- 
mately $187 million annually. However, other provisions of the bill greatly 
offset this increased cost. The existing system of free military wage credits 
is resulting in .a substantial obligation to the Government, so this new cost 
figure would not, in reality, represent a net increased cost to the Government. 
The Kaplan Committee report indicates that the proposed plan would effect 
significant savings to the Government as a whole. In the event the Congress 
should fail to appropriate the employer’s contribution, the social security trust 
fund would, under this new plan, still gain as compared to the existing system 

We have submitted this report to the Bureau of the Budget but it has in 
formed us that time has not permitted it to advise us as to its position with re- 
spect thereto 

Sincerely yours, 
R. A. BuUDDEKE 
(For the Assistant Secretary). 

Mr. Carnes. One of the details which we have not discussed is the 
manner in which the social-security payments shall be made. 

here were three alternatives that were suggested as to how the 
eosin leenaerty payments could be made: (1) They could be made as 

i lump-sum payment by the Department of Defense; (2) it could be 
made from the individual appropriations of the individual services, 
or else there could be an appropriation by Congress on an annual 
basis to cover the 2 percent required. 

I think an agreement has been reached, has it not, Captain Hoyt, 
within the Department of Defense, that if social security be estab- 
lished on a contributory basis, the 2-percent contribution will be 
made from the pay and allowance account of the respective services ? 

Captain Hoyr. I would not say “agreement,” but I would say this 
much—that is, I do not think there has ever been anything really 
settled on that subject. Some of the people in the Office of the Secre- 
tary of Defense feel that at least if you had one lump sum appropri- 
ated for the Department of Defense and paid by them—you are talk- 
ing about the employer contribution ? 

a Carnes. About the employer contribution. 

Captain Horr. At least you would have that isolated in one spot 
where it could be readily examined so you would have some idea of how 
much money you were actually putting in. 

The practical method of having each individual service do it would 
probably be more satisfactory from the st: andpoint of social security, 
because then the thing would be taken directly off the payroll records 
and save a lot of passing those payroll records around. 

I would not want to say any final decision has been made until the 
general matter of policy as to just how this thing is to be handled from 
policy guidance comes down. 

We believe the employee’s contribution should definitely be made 
by the individual services because it would make it very easy to do it. 

Mr. Carnes. The Department of Health, Education, and Welfare 
in correspondence with the committee and conferences with the com- 
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mittee staff, of course, is quite interested in the military being placed 
under social security. Their only reservation in reg: ard to payment is 
the fact that if the payment be reflected as an appropriation of Con 
gress, Which is the third alternative, to cover the 2 percent employer's 
contribution, I think they are concerned that Congress may adopt the 
same philosophy which was adopted in regard for reimbursement for 
the $160 a month wage credits; therefore, it would be a $215 million 
contribution which there may be some question of securing by direct 
appropriation of the Congress. So they have suggested to the com- 
mittee the e xpression that either the De ‘partment of Refense submit a 
lump sum, that is acceptable to them, or for each individual service 
to submit its individual employer contribution from the pay accounts 
of the services. 

Mr. Chairman, I think that is something which the Department of 
Defense, in the event any bill does come forth and especially in view 
of the fact the Department of Defense itself has proposed a draft bill 
which would implement the social security contribution, some policy 
decision should be made as to how that is going to be paid. 

Mr. Harpy. I would like to raise this question in connection with 
that. Any of the three sources is merely a mechanical proposition. 

Captain Hoyr. That is correct. 

Mr. Harpy. And the idea that you would be more likely to get favor 
able action by the Congress if it is included in the Defense budget, « 
the Health and Education budget, rather than as a direct appropria 
tion, seems to be a little far fetched. That bunch over on the Ap 
propriations Committee scan over the appropriations carefully, and 
you could not hide this thing in your Defense Department budget to 
save your life. You would have to show it for what it was. 

Captain Horr. I would say yes, sir. I think if it was in the appro- 
yriation “Pay of the services,” which is where it would be, it would not 
hard to break it out, because we would know, but it would not ap 
pear quite as clearly as if it was separate. 

Mr. Harpy. I do not hi urdly see how you could | set 1 Cup exc ept as a 
—, item in the appropriation ‘ ‘Pay of the services. 

Captain Hoyr. I think you are right. Do not misunderstand me; 
I do not happen to belong to the school that wants to put it on a lump 
sum. 

Mr. Harpy. I do not think it makes any difference about that. 

Captain Hoyt. I do not think it does either; IL agree with you. 

Admiral Womete. It is going to have to be taken up in the Appro- 
priations Committee in any event and would have to be justified. 

Captain Hoyt. It will have to be justified wherever it is. 

Mr. Harpy. Exactly so. 

Captain Hoyt. So if I were asked my own opinion on the thing, | 
would say if it is determined that the Government is going to bear the 
full tax cost of the employer’s contribution, that contribution should 
be made by the individual services and included in their appropriation. 

Mr. Bates. And it is from their records that the figure must be 
gn oierwrimg” 

Captain Hoyt. Exactly. 

Mr. Bares. So it would be a rather strange situation for the Health. 
Edueation, and Welfare Department to have to compile the figures 
when they do not have the records. 
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Captain Hoyt. That is exactly right. 

Mr. Bares. The important thing is to clearly indicate in whatever 
re might be written the specific way in which the thing shall be done. 

Captain Hoyt. I would say yes. 

Mr. Carnes. Your bill did not provide specifically for it, did it? 

Captain Hoyr. I believe, as I recall, it did. 

Mr. Carnes. From the naval service? 

Captain Hoyr. From the naval service; because this other idea did 
not stem from the people at the working level of this separate appro- 
priation. 

Mr. Harpy. I think you are arguing about something that is of no 
consequence. 

Mr. Carnes. The chairman raised one question this morning that 
[ want to pursue very briefly with you, which I have not pursued 
before, that is the lump-sum burial allowance paid by the military. 
Under what conditions is a burial allowance made and in what 
amount { 

Captain Hoyr. You have me there. The lump-sum burial allow- 
ance, so far as I know, is what they allow everybody killed on active 
duty. They allow a certain sum; it used to be about $200, for what 
they call preparation and encasement of remains. Then, of course, 
there is the privilege on top of that of being buried in the national 
cemetery and also the privilege of getting a headstone from the 
(Quartermaster General of the Army if you are buried in a national 
cemetery. The exact value of those things I ea not know. 

The individual does not get the money; the Navy encases and pre- 
pares the remains, and they charge a certain appropriation for that. 

Mr. Harpy. The individual does not get the money / 

Captain Hoyr. No. 

Mr. Harpy. So there would not be any question of paying the sur 
vivors at all? 

Captain Horr. No; they do not get the money. 

From VA they can get, if I recall correctly, a lump-sum burial al- 
lowance to reimburse for expenses. 

Mr. Harpy. But only as reimbursement ? 

Captain Horr. Only as reimbursement. There is no direct pay- 
ment. 

Mr. Barres. You look into all that very carefully, please, and let us 
know specifically, because I am under the impression there are two 
ditferent amounts permitted; one under the circumstances where the 
body will be buried in a private cemetery and another reduced amount 
where the body is buried in Arlington. Also I am under the impres- 
sion a claim must be made for reimbursement and presented as a claim 
to Navy Department. 

Captain Hoyv. I am sure you are right, that you have to get a claim 
for almost everything. 

Mr. Bares. We are trying to simplify all of that and if there is 
some way we can make that particular thing a little easier, because it 
goes line in line with certain things that develop after death, in con- 
nection with payment for it. They now give the 6 months’ death gra- 
tuity essentially on the spot, and getting into the man’s burial, we want 
to see what can bedone for that ; then the question of the man’s arrears 
of pay for 14 to 17 days, whatever might be involved, that the individ- 
ual has not received. 
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Let us look into that and see if it all cannot be paid practically on 
the spot. 

Captain Horr. That can be done without the shadow of a doubt, 
but it will require legislative action to doit. It has to go through the 
General Accounting Office, because of a statutory provision. 

Mr. Bares. Find out what that is so we will know what the facts are 
and if there are any administrative problems that might result as a 
consequence of paying the widow on the spot. In other words, if you 

an give her the 6 months’ death gratuity in a lump sum, then you could 
also pay the arrears of pay if there is any check forthcoming after 
that, rather than have it continue. 

Will you check into the bookwork on that and see if you run into any 
difficulties in the Navy? 

Captain Hoyr. I will be glad to do that. 

Mr. Carnes. The point I think we are trying to establish here is in 
regard to the 6 months’ death gratuity, no portion of that death gra- 
tuity has to be used or is required actually to be used to pay any burial 
— at all? 

Captain Hoyr. That does not have to be spent; no. 1 would say 
this, that the average person, unfortunately, the average family, is 
awfully susceptible to spending vere money on the funeral than they 
really should. In other words, I do not believe if the sum is $200, that 
you could get very much of a burial. 

Mr. Carnes. With regard to in-service deaths, is not the casket and 
all of the preparation and transportation to the place of burial—is 
not all of that provided for at the cost of the Federal Government ? 

Captain Hoyt. I believe there is an allowance up to a certain amount 
for that. If the bill goes beyond that, in other words if the widow 
wants to buy a bronze casket, then she would pay the difference be 
tween that allowance and the cost. In other words, you have me there 
on unfamiliar ground. 

Mr. Bares. Let us get the facts all straight, and will you put them 
in the record at this point ? 

Captain Hoyr. Yes. 


FUNERAL AND BURIAL BENEFITS 


A. DEATH ON ACTIVE DUTY 
1. Shipment of remains 

The remains of service personnel who die on active duty overseas, will in 
general be returned to this country for burial either in a national or private 
cemetery selected by the next of kin. The remains of service personnel who 
die on active duty in the United States are shipped to the place designated by 
the next of kin. They may be buried in a post or national cemetery, or in a 
private cemetery. The commanding officer where death occurred arranges for 
transportation and a military escort. 

?, Funeral expenses paid by Government 

Funeral expenses of all persons who die on active duty will be paid by the 
Government. 

When the expenses of the recovery, preparation, and disposition of the remains 
at place of death are paid by individuals, they may be reimbursed therefor at an 
amount generally not exceeding $300, or the amount generally provided for in 
Government contracts for these services. 

In addition to the preparation expense of $300 indicated above, if the service 
person dies at a location distant from plac ace of burial, the Government may 
pay for transporting the remains to the place of burial. If a relative or persons 
designated by the next of kin desires to accompany the remains from place of 
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death to place of burial in lieu of a military escort, the Government may pay 
for travel by railroad of said person. 

If the remains are shipped from place of death to place of burial as set forth 
above, an additional payment may be made by the Government for interment 
expenses at place of burial up to $125 if buried in a private cemetery or up to 
$75 if buried in a national cemetery. The Government will also pay the expenses 
of cremation if desired. 

Further information regarding payment of burial expenses may be obtained 
at the nearest military installation. Requests for reimbursement for burial 
expenses must be accompanied by itemized receipted bills in quadruplicate. 

8. Entitlement to flag 

When military personnel are buried outside the United States, declared dead 
after having been missing in action, or remains are not recovered or are recov 
ered but not individually identified, the next of kin may receive a flag of the 
United States by taking a copy of the official notification of death to the nearest 
office of the Veterans’ Administration or to the nearest post office. When death 
occurs in the United States, or remains are being returned to the United States 
for interment, the Air Force normally supplies a flag, which is placed over the 
casket when the body arrives at the destination and is given to the next of kin 
after the funeral. Whenever a flag cannot be supplied in time for burial, one 
may be obtained from the nearest Veterans’. Administration office. Dost offices 
are also permitted to issue flags for the Veterans’ Administration. 

}. Headstone or grave marker 

\ll members of the Armed Forces of the United States dying in the service, 
or former members whose last service terminated honorably are entitled to a 
headstone or grave marker. Headstones or markers are furnished without appli 
cation if burial is in a national cemetery. Otherwise, application should be 
made to the Quartermaster General, Department of the Army, Washington, 
Db. C., who will furnish, prepaid to the nearest railroad station to the cemetery 
concerned, a regulation Government headstone or marker. 

5. Burial in national cemeteries 

Burial in national cemeteries of the remains of the following classes of persons 
is authorized: (@) Any member or former member of the Armed Forces of the 
United States whose last service terminated honorably; (b) the widow, widower, 
minor child, and (under certain circumstances) the unmarried adult child of 
members or former members of the Armed Forces. 

There is no charge for grave site in a national cemetery or for the opening or 
closing of a grave. Selection of a national cemetery by the next of kin must 
of necessity be limited to those in which interment space is available. Informa 
tion in regard to burial in a national cemetery may be obtained from the 
superintendent at the nearest national cemetery, or at the nearest Veterans’ 
Administration office. 


6. Special social-security burial benefit 
See section X. 


7. Special burial expense benefit for certain members of the Air Force Reserve 


It may be possible for the personal representative of a reservist whose death 
occurs under the circumstances indicated in section VD below, to receive pay- 
ment for funeral and burial expenses not to exceed $400, under the provisions of 
the Federal Employees Compensation Act. It will depend on the circumstances 
in each case as to whether this benefit should be elected or whether the benefits 
payable for death on active duty should be accepted (see sec. IV A, above). 

It is also to be noted that a case could arise where a reservist may have been 
retired (for physical disability, for example) and might die in a retired status, 
In such a case the reservist might be entitled only to a $150 burial allowance as 
a veteran (see sec. IV B (1) below). If, however, the death occurs under the 
circumstances indicated in section VD below, the personal representative of the 
retired reservist may be eligible for the $400 burial benefit. 

Although the $400 burial benefit discussed above appears to be authorized 
under the law, information is not available as to whether an award of the 
benefit has been made in an actual case. In any event, the personal representative 
of a reservist whose death occurs under the circumstances indicated, and who 
desires to elect this benefit, should make application to United States Depart- 
ment of Labor, Bureau of Employees Compensation, Washington 25, D. C. 
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Mr. Carnes. Now we want to pursue for jus t a minute this idea of 
cooperation between the Government agencies to try to include pay- 
ment of survivor benefits to the widows. Is there anything which the 
Department of Defense perhaps could do in connection with the Vet- 
erans’ Administration and OASI on the social-security program, as 
to notifying them—is there anything the Department of Defense could 
do that would perhaps e xpedite the service that could be provided the 
oe more than is currently being done? 

Captain Hoyr. That is something which it is a pretty hard thing 
todo. I think you can always do some improving of a bad situation. 
ven in our own Department there is quite a lot we can do and which 
the Navy ishaving done. I saw an excellent draft of a very fine pam- 
phlet being prepared over in the Department of the Navy now, to be 
given to every component of United States Navy people, that will set 
forth in pretty plain and simple language what the benefits are, for 
what and where the people are supposed to apply, and so forth, so that 
people a way off in the hinterland, let us say, will know. 1 do not know 
how much good that pamphlet itself would do in that case, but for the 
people in the installations, as I said the other day, I think it would 
do a lot of good. 

And of course we have instituted down in your district, Mr. Hardy, 
on a trial basis, this practice of sending a fully qu: wings officer to go 
to the widow, to sit down with and fill out the papers for her. If it 
works as well as we hope it will, we are going to make it Navywide. We 
picked the Norfolk district because that is one of the largest concen- 
tration of ships. The Air Force and Army are doing that today. 

Mr. Harpy. In doing that, are you taking into account all of the 

vane benefits under these programs? 

Captain Hoyr. That is right. 

Mr. Harpy. And the officer, on those programs, is taking along the 
forms of application for each of those things. 

Captain Horr. He takes the whole file. 

Mr. Harpy. How long have you been doing that ? 

Captain Horr. We have been doing that for 2 or 3 months, how, as 
a result of some cases that came up, and it works very well. 

Mr. Carnes. Is the officer doing that? 

Captain Hoyr. Yes, sir. 

Mr. Bares. You are doing that only in the Norfolk area? 

Captain Hoyt. Yes, sir, at the moment. 

Mr. Bares. Does the Air Force do it servicewide ? 

Captain Hoyr. The Air Force does it servicewide, or installation- 
wide. 

“cal Bates. I know they do it here in Washington. 

Captain Hoyt. They do it installationwide. 

Mr. Harpy. That brings up a very interesting situation. Do you 
know how long the Air Force has been doing it? 

Captain Hoyr. I cannot answer that. I think they were doing 
it before we did it. 

Mr. Bares. There is no question about that; I can attest to that 
fact. 

Mr. Harpy. The thing I had in mind was this: It might be inter- 
esting to know what sort of an effect that kind of program would 
have on the type of situation you found in January, where, for in- 
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stance, if the Air Force was already engaged in such a program prior 
to January, than we ought to take a look at the Air Force figures. 

Mr. Carnes. I can say unequivocally that Air Force survivors are 
drawing more comprehensive benefits to which they are entitled than 
any other service. More Air Force survivors draw FECA benefits 
than survivors of all the rest of the services combined. 

Laan Hoyt. That is obvious. 

Mr. Carnes. More survivors of Air Force personnel are drawing 
the gratuitous indemnity to Nhieh they are entitled than any other 
service. So the Air Force definitely is getting more of the benefits 
intended and provided by Congress than any other service. And the 
case studies we made of January inservice deaths definitely indi- 
cated that. Of course, I am not saying that just 1 month is a good 
ee 

Captain Hoyr. The point I would like to make on the FECA 
figures is you have to remember that the Air Force has far more 
people eligible under it than any other service, because their per- 
centage of “pilots eligible is very, very high. 

Mr. Carnes. I realize that, but survivors of Air Force personnel 
unquestionably is in a much preferred status in regard to receiving 
all the benefits to which they are entitled. 

Captain Hoyr. I believe, frankly, it was because of the success 
of the Air Force program that the Navy started out on this thing. 

Mr. Carnes. But I understand in the Armed Forces where they 
have such a program of attempting to follow up on survivor benefits 
they have found the manpower utilized and the effort made in that 
behalf was an additional cost of providing survivor benefits. Is not 
that correct ? 

Captain Hoyt. I would say so, yes. In other words, the more you 
can simplify this, the less effort there would be and the less the man- 
power used and all the rest of it. 

Mr. Harpy. Of course this cost won't show up in the individual 
payroll. 

Mr. Carnes. That is correct. 

Admiral Womste. I do not know that it has been formalized, but 
I think most of the service has been rendered by the Air Force in- 
stallation. I think as far as manpower is concerned, the way it is 
handled is that a, man on that base, some officer or somebody from 
that base, goes out and attempts to render the service; but it has not 
been formalized. 

I think there can be some improvement in trying it out for all of 
the service, by having a man in the vicinity, whether at that base or 
any other naval base, do it and without any great increase in cost. 

Mr. Carnes. In Norfolk, the man made responsible for it on a trial 
basis is merely dealing with Navy cases, is he not ¢ 

Captain Hoyt. Yes, sir, | would say he was merely dealing with 
Navy cases. I would say certainly a marine would be taken care of, 
and if a death occurred at the joint colleges, or something of that sort, 
that would be taken care of. 

Mr. Carnes. If we simplified the program to have one OAST pro- 
gram and VA compensation and also contacting the people in the serv- 
ices as to those two programs, would any of those programs be as great 
as it is today? 
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Captain Hoyr. No, because you would have a perfectly simple thing. 
You have three basic benefits, one of which would be paid immediately, 
like the 6 months’ death gratuity. That is paid immediately; there is 
no question about that one, because that has the man’s beneficiary slip. 
That is more or less an automatic proposition. Then the need of educa 
tion and the expense of notification or helping out people would be 
greatly reduced: it could not help but. be. 

Mr. Bates. On this pamphlet you are now writing, is this the first 
time the Department itself has made up a pamphlet or information ¢ 

Captain Hoyt. No, sir. Probably the original one was like many 
other of those pamphlets, we have been doing right along for years, 
but by the time we get out. the paper, there has been a change. The 
real difficulty was it was written not in a language that the ordinary 
person could understood ; it was quoting specific provisions of law and 
things of that sort. 

Mr. Bares. You have one at the Naval Academy which is more 
— than what you are suggesting at the moment ‘ 

Captain Horr. The one we have now, I would say, is very simple 
and anybody, I think, ean understand it. 

Mr. Bares. The one you are preparing ¢ 

Captain Hoyr. The one we are preparing. The normal thing is they 
send the girl a letter enclosing all of the forms and tell her which form, 
what it is, and so forth, but they do not use what we call normal lan 
guage. I hate to use this phrase, but it is a little gobbledygook, diffi 
cult to understand and the forms are hard to understand, too. 

Mr. Harpy. You are going to have to get somebody to teach them 
how to understand gobbledygook. You are not voing to get it com- 
pletely eliminated by those who put this stuff out. 

Captain Horr. I think there have been many efforts made to sim 
plify the language in the last 10 years. I know that, but they have not 
gotten it all out yet. 

Mr. Bares. Have you seen the pamphlet the Acacia Life Insurance 
Co. puts out to servicemen / 

Captain Horr. Yes, sir. 

Mr. Bares. That is rather simple. 

Captain Hoyt. Yes, sir. That is more or less what we have been 
doing. 

Mr. Carnes. The witness who preceded you this morning repre- 
sented the National Association of Life Underwriters and in his 
testimony one of the things he stated was that perhaps if the services 
were paid more they would more adequately provide for their own 
needs and there would be less necessity for an expanded survivor 
benefit program. I would appreciate perhaps both you and Admiral 
Womble expressing an opnion on that. 

Captain Hoyt. I will start off and then Admiral Womble will 
back me up on it, perhaps. 

I think one of the things I can safely say is I believe the naval officer 
today, even on his present pay, represents one of the most heavily 
insured groups in that pay bracket in the United States. 

Mr. Carnes. Is that true only of naval officers? 

Captain Hoyt. No; I think that is also true of the Air Force and 
Army officers. To what extent I do not know, of course, or whether 
I could get the figures for the Navy. I will say, in addition to that, 
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particularly with the flying of the present high-powered, high-per- 
formance, and high-speed jet airplane, that insurance companies as 
a whole are not like lv to take a very large policy out on a boy of that 
type. They won’t do it or, if they will, they would do it at rather 
prohibitive rates. So the point of getting extra insurance is not as 
simple as it sounds. 

Most of all, I do not think there is anybody or any worker anywhere 
in most of the States today who is not entitled to some payment of 
compensation from his employer if he gets killed, and all those three 
elements add up to our needs. 

The Association of Life Underwriters are all good friends of mine. 
I just think they have overlooked that compensation; I also think 
they are not very practical when they say to raise the pay in the 
service 20 percent. I think that would be an extremely difficult thing 
to do. 

Mr. Carnes. They were not advocating that. The question was 
asked if it was raised 20 percent. 

Captain Hoyr. I see. I do not doubt if you are acceptable to in- 
surance companies, you would get more coverage for it. 

Mr. Carnes. You spoke of officers. If we were to raise the rates 
10, 15, or 20 percent for enlisted pay, do you think the enlisted man 
wae | more adequately provide for his needs? 

Captain Hoyr. I do not see how he can. You start right off with 
the fact that the enlisted man’s pay to a great extent is paid in kind. 
He gets his bunk, food, and so forth, and some cash; but until he gets 
pretty well up the line his cash pay is not very much. An E-7 o1 
perhaps when he is an E-6 he has enough income to provide for his 
reasonable coverage or perhaps to be covered alongside with other 
civilian groups; but he is still below that point where if he gets killed 
:t would be impossible—I mean you cannot buy much insurance on a 
couple = hundred dollars a month if you have a family to feed, too. 

Mr. Carnes. Then your testimony in essence is that irrespective 
of te we do to the pay scale within reason, from all indications 
the need for survivor benefits will be as great in the future as it is 
+ ¢ 

Captain Hoyr. I would say so, and very certainly if you are going 
to raise the benefits, too. 

Mr. Carnes. Within reasonable limits? 

Captain Horr. Within reasonable limits. 

Mr. Carnes. It would be absorbed ? 

Captain Hoyt. It would be absorbed. 

Mr. Bares. Would you say that a good number of those who have 
private insurance pay that through an allotment, or do you think 
the most of them make direct payments to the insurance companies? 

Captain Hoyt. I would say that the majority of them pay them 
through allotments. 

Admiral Womste. About 90 percent are through allotments. 

Mr. Bares. Then those figures would be available in Cleveland, 
for the Navy? 

Captain Horr. That is correct. 

Mr. Barrs. I wonder if we could get some figures. 

Captain Hoyt. As to how much insurance they have? 

Mr. Bares. Just the number of people who have insurance. 
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Captain Hoyr. Just the number of people who have insurance? 
We could get that. 
Mr. Bares. If you could give a breakdown on that it would be 
helpful. 
Captain Hoyt. I think we could get that. 
Mr. Bares. I am rather surprised at the 90 percent. I have handled 
a lot of pay accounts. 
Admiral Woma te. I said about 90 percent of those who had insur- 
ance I would imagine handle them through allotments. 
Mr. aig The captain indicated the servicemen, particularly as 
far as the Navy is concerned, were heavily insured on the outside. 
Captain Hoyr. The officers are, as a group. The average naval 
oflicer carries between $25,000 and $35,000 of insurance. The average 
insurance in this country, I believe, is less than $5,000, 
Mr. Bares. Mh you get us the germane information from Cleve- 
nae Captain ? 
upt: in Horr. I would be glad to. 
(The insert requested is shown herewith :) 


NOVEMBER 23, 1954. 
Memorandum for the chairman, Bates Select Committee, Capitol 
Subject: Insurance policies currently in force: 

1. The following table shows the number of allotments now registered for 
insurance allotments at the finance centers of the various services, broken 
down by Government, all types, and commercial. These figures do not, of course, 
include any policies on which the member may be making direct payments, 
nor any paid-up policies held by members. Approximately 35,000 of the Goy 
ernment insurance policies on which allotments are being made are for retired 
personnel. No comparable figure for commercial insurance is presently 
available. 

Insurance allotments currently in force 


i 
Government Commercial lotal 
Army . ne supee 10, 7 2), 000 290, 777 
Navy ' é iin 110, 91 158, 557 | 269, 472 
Air Force , | 42, 64 181, 223 223, 868 
Marine Corps e a 0, 842 30, 209 40, O51 
Total slereas 204, 179 619, 989 824 168 


Mr. Carnes. Captain, yesterday afternoon we had the veterans’ 
organizations appear before the committee, and they were almost unan- 
imous in their expressions with regard to the indemnity payment. 
Views were expressed regardless of to what degree compensation may 
be increased that the identity of the indemnity payment should be 
retained, that the indemnity payment was in lieu of insurance and 
had certain features which were in lieu of insurance. Those veterans’ 
organizations felt you should not absorb the indemnity into a higher 
VA compensation payment or in any sense under the OASI payment. 
To that extent they took exception with the Kaplan Committee report 
and said that this third program, being the indemnity, should remain. 

That indemnity is not applicable to veterans; it is “applicable to in- 
service personnel. In your opinion and in the opinion of the Depart- 
ment of Defense if that indemnity payment as it currently exists 
were absorbed in a package system would it make any difference to 
the peace of mind and feelings of the servicemen with regard to being 
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adequately provided for? Do you feel that the servicemen to whom 
the indemnity is applic: able share the same view with respect to indem- 
— that the veterans’ organizations have? 

Captain Horr. That is a rather hypothetical situation. I would 
say this: that I can see certain advantages in what the veterans’ people 
said. Among other things, I believe if you split the Kaplan levels, 
so much for the indemnity on insurance, and so much paid in the form 
of compensation, you would get away from a lot of difficulties or 
points that have been raised. 

For example, on the matter of dependent parents, the man could, 
by designating them on the indemnity, split his service compensation 
between his aged parents and his widow and family very easily. 

Mr. Carnes. Would that not have the effect of perpetu: sia a third 
system ? 

Captain Hoyt. It would have the effect of perpetuating a third sys 
tem. You would have three systems in effect. You would have your 
insurance systems, which are self-liquidating. You would have your 
indemnity system, which would be perpetuated. And you would have 
your service compensation, which is merely an adjustment of the 
present. 

Mr. Carnes. I mean, it would retain three survivor-benefit pro- 
agrcont OASI, social security, and VA compensation. 

Captain Horr. That is correct. 

Mr. Carnes. If you had an identifiable indemnity payment then, 
naturally, because they are allowed to designate beneficiaries, there 
would have to be an entirely separate claim filed in perhaps other than 
a VA, just as is done now. 

Capt uin Hoyr. I thing that is basic. The administration would 
remain complicated to that extent. 

Mr. Carnes. And the VA would continue to send out 2 checks, 1 
for the indemnity payment and 1 for the VA compensation pay 
ment ¢ 

Captain Hoyr. That iscorrect. I donot see how you could do it any 
other way. 

Mr. Carnes. Then in essence you agree with the veterans’ organi- 
zations that there may be considerable merit in trying to retain the 
identity of the indemnity program, which would mean we could not 
have 2 programs, as Mr. Kaplan suggested, but we would have to keep 
3 programs and there would be 3 separate adjudications and 3 separate 
chee ks. 

Captain Hoyr. I think you have named the advantages and you 
have named the disadvantages, and I think it is a matter of which, on 
balance, is the most desirable. 

Mr. Bates. Let us back up the other way, Captain. 

Captain Hoyt. Yes, sir. 

Mr. Bares. And start with the deserving dependent who gets the 
money. 

Captain Hoyt. Yes, sir. 

Mr. Bares. The deserving one. 

Captain Horr. Yes, sir. 

Mr. Bates. What difference does it make to him as to what fund or 
agency the money comes from? 

Captain Horr. None whatsoever. 
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Mr. Bares. None whatsoever. The question you enter into is one 
regarding the rights or privileges of an individual in designating 
someone, 

Captain Horr. That is correct. 

Mr. Bares. That is what you do under the indemnity. 

Captain Hoyt. That 1s correct. 

Mr. Bares. Is there anv reason why that same thing could not be 
achieved under any other program, whereby they could designate 
a arta they thought the beneficiary shoul 1 be? 

‘aptain Horr. I think you are absolutely correct, sir. It is not In 
our odd draft, because it was not in the K: apl: in proposal, but if there 
were a provision in that law that allowed the man to split his service 
compensation among them [ can see no great harm in that. 

Mr. Carnes. Would that not in essence retain three programs? 

Captain Hoyr. If you keep the indemnity, yes. If you just have 
a split of the service compensat ion, no, 

Mr. Harpy. That would not involve three programs, necessarily. 
What it would involve would be separate determinations in your 
original adjudication. After that was established it seems to me it 
woul | be pre tly simp le. 

Admiral Womeie. The point being that the serviceman could make 
an apportionment of that amount if he wanted to, so that the sum went 
to the dependent parent. 1 am sure the Department of Defense, if 
you gentlemen wanted to put it in the bill, would be agreeable. 

Mr. Carnes. Do you think that would be more desirable than keep 
ing the indemnity as a separate entity, so to speak ¢ 

Admiral Womeste. I think it would he impler. 

Captain Hoy re It would be cle I initely simple r, 

Mr. Carnes. Let us get back to the ph ‘ilo ophy of the men in the 
service, for whom it is prov ided. Do you have any idea what would 
be the reaction of the men in the service if it were a pack we deal al d 
not called an indemnity ¢ 

Captain Hoyt. I think Mr. Bates answered that question. I do 
not think they would really care where their dependents got the money 
from, so long as they were going to get it. I would also think they 
would prefer to get a single check than two. Outside of eve rything 
else, you double the chances of one of them getting fouled up. 

Mr. Carnes. The indemnity is primarily related to active-duty 
cases, is it not? 

Captain Hoyt. That is correct. 

Mr. Carnes. Therefore, it is primarily the concern of the military 
in the active-duty status of a man. 

Captain Hoyt. That is correct. 

Mr. Bares. “A rose by any other name—— 

Captain Hoyt. And a dollar bill by the same amount, no matter 
what its source. 

Mr. Carnes. Captain Hoyt, one of the things which seems to be 
plaguing committee consideration of this problem, and one of the 
things which witnesses within their own thinking cannot agree upon 
appears to be the benefits that should be paid to career personnel and 
noncareer personnel. The attitude seems to be prevailing that inas 
much as you cannot distinguish or define career personnel adequately 
perhaps you should treat them all as nonecareer personnel. That, in 
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essence, was the attitude taken yesterday by the veterans organi- 
zations, 

Is there any definable way which you could adequately provide for 
survivor benefits for career personnel, as distinguished from noncareer 
personnel? Is there any practical way that that problem can be 
overcome, in your opinion ¢ 

Captain Hoyr. You mean for deaths on active duty? 

Mr. Carnes. For deaths on active duty. 

ee Horr. No. 

a ‘ARNES. Or service-connected deaths ? 

at iin Hoy. I see no way that you could make a just distinction 
i. n the two if they die on active duty, because up to the day of 
the man’s death you could not tell whether he was going to be a 
career man or not, because “ might easily reenlist for many years to 
come if he had been spared; or, if he had been an officer, he might have 
sti we «1 on active duty for many years of service, as I have done. 

I do not think you can make a distinction for deaths on active duty. 
I do believe you can make a distinction between career and noncareer 
personnel after they leave the service. I think there is the only ares 
where you can make the change. 

Mr. Carnes. Captain Hoyt, are you familiar at all with the ap- 
proach to this problem which has been advocated by the Veterans of 
Foreign Wars through the testimony yesterday of Mr. Omar 
Ketchum ? 

Captain Horr. No, sir; I did not hear it. Unfortunately, I did not 
get here yesterday. 

Mr. Carnes. It was a quite interesting approach and an entirely 
new approach which has been presented for the committee. Mr. 
Hardy and, I am sure, other members of the committee would like 
your views on that. 

Mr. Ketchum’s approach, simply speaking—and I do not want to 
oversimplify it—was this: That there be a minimum level of benefits 
paid, and that beyond that all survivors would have to come to the 
Veterans’ Administration and show justification for further payments 
beyond that by reason of dependency or children, and that the Vet- 
erans’ Administration would, in essence, adjudicate every claim just 
is a claim is made in a court of law, based on pecuniary loss. 

Mr. Bares. I think the Chair should state at this point that Mr. 
Ketchum was endeavoring to be helpful yesterday, but he, like the 
rest of us, is still in the exploratory stage, and he offered that as one 
possibility. 

Mr. Carnes. That is right. 

Mr. Harpy. That is right. 

Mr. Bares. But he did not speak with any finality on it as to being 
the last word. 

Mr. Carnes. That is correct. We just would like your first-blush 
res . tion to such a proposal. 

Captain Horr. Let me say that I think the problem sounds a little 
bit complicated to answer at first blush. Did Mr. Ketchum by any 
chance submit a written statement? Did he read this proposition or 
was he ad libbing? 

Mr. Bates. He was merely speaking from notes. 

Mr. Carnes. However, a copy of that testimony is available for 
your perusal. 
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Captain Hoyt. I would like to defer a categorical answer on that 
thing until I have had a chance to read just exactly what he said. In 
general, it sounds to me to be a pretty complicated process, when you 
multiply it by some 12,000 deaths in a year, or 8,000 deaths in peace- 
time. I think you have quite a busy little court. 

Mr. Carnes. Mr. Bates raised a question that you may have the 
situation existing in the Veterans’ Administration that exists on some 
of the Federal dockets today, where payments would be greatly 
delayed. 

Captain Hoyr. I think the Chairman was perhaps guilty of the 
understatement of the week when he said that there might be such a 
situation. 

Mr. Bates. There is also a further consideration, that the depend- 
ents would then find themselves in the position where they do not 
oe exactly what they are going to get. 

Captain Horr. That is correct. 

Mr. Harpy. They would know the minimum but they would not 
know the maximum. 

Captain Hoyr. Well, I think that puts them in a rather difficult 
position. In the first place I think very definitely some of the people 
would never travel to Washington or to—— 

Mr. Harpy. This whole thing arose out of a differentiation, actually, 
between the career service personnel and the civilian reserve approach. 
It was pretty well recognized, I think, in Mr. Ketchum’s discussion, 
that insofar as the regulars are concerned or the career service per- 
sonnel are concerned there can be a simple determination based en- 
tirely upon the pay rates. This approach was brought into it because 
of what he contended would be inequities created by placing the 
survivor benefits on the pay of the individual at the time of his 
death in service. 

Captain Horr. I see the point. That is why I really wanted to see 
the record. 

Mr. Harpy. I understand that. 

Coptain Horr. I can see that point, and I know it is a point which 
has been a very sore one for many years. I think it has been used 
as an excuse, frankly—not an excuse. But that thinking, what the 
man is capable of earning or was earning in his outside capacity, has 
been one reason why we have had this multiplication of benefits 
reaching to almost ridiculous levels in the lower pay grades today, 
because of that situation. 

Mr. Harpy. Well, a civilian who is on temporary active duty in the 
military does not necessarily have earnings in any relationship at all 
to what he can earn outside. 

Captain Horr. That is right. 

Mr. Harpy. Either above or below. That brings up this question: 
If such an approach is feasible it brings into focus the necessity for 
having a proper and clear-cut way to determine what career service 
consists of. 

Captain Horr. Well, that is the thing that is so hard to tell. I am 
quite sure, quoting the one case I know the most about: I came up 
here to Washington in 1946, in April of 1946, to do a job for Admiral 
Sprague, and he said he would keep me in the Navy until about Oc 
tober of that year, when he thought I would get through, and I 
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pl: anned to go home. I made all my arrangements to go home. I was 

caught up in this Fechteler Interservice Committee on Pay, and he 
cae me to stay on that and I have been on that ever since, working 
in this particular area on pay. 

I have been here so long now I must admit I am not anxious to go 
home. I could not call myself a career officer, but I have had 1814 
years of active duty. 

Mr. Harpy. On the other hand, you might find it pretty difficult 
to = adjust yourself to your former civilian pursuits. 

Captain Hoyr. I would find it very difficult, indeed. I was talking 
to my former employers a few years ago. I was taken up to the inner 
sanctum and given a nice lunch, and they carefully explained to me 
how many things and how many changes had taken place after I 
left, which I felt was a pretty good hint: They would take me back 
if they had to, but they were not anxious to do it. 

Mr. Carnes. Captain, we are rambling this morning, trying to tie 
up some loose ends and get testimony that maybe we have not gotter 


erae 

\ great deal has been said about a minimum payment or a floor. 
Sever: a witnesses have testified there should be a minimum payment 
or a floor. By the same token, no one has mentioned that there 


should also be a maximum payment. 

Under the Kaplan Committee proposal, is it not quite possible 
that some survivors would receive in aggregate benefits—social- 
security and survivor benefits—as much as 104 percent of the base pay 
= allowances of the deceased, especially in the lower pay grades ? 

‘aptain Horr. That is definitely true. If they have a large family 
In pe lower pay gr: ades, you will get people receiving more money 
after death than before. 

Mr. Carnes. You say “a large family.” Is it not true with a wife 
and two children, which is not deemed as a large family / 

Captain Hoyr. No. I think you will find the wife with two 
children, where that situation arises, is down in the pay grades | and 2. 

Mr. Carnes. That is correct. 

Captain Hoyr. It would be pretty hard for a boy enlisting in the 
Navy at 18 to acquire a wife and two children before he had moved 
up in the pay grades. 

Mr. Carnes. But adopting the Kaplan Commission philosophy, 
you are not willing to subscribe to the philosophy that no one shall 
receive more than 100 pereent of his base pay and allowances, that 
the survivors shall not receive more than 100 percent of his base pay 
und allowances while on active duty ? 

Captain Hoyr. The interservice committee of which I was chair- 
man wrestled with that one a long time. I can say that members of 
that committee were practically unanimous in feeling that nobody 
should get more—no family should get more than the Government 
was going to pay the man while he was alive. 

Then when we got down to that area the reductions in the benefits 
in that group under the Kaplan plan are so great from the present 
system that I guess Mr. Kaplan thought that the reductions were so 
drastic now he did not want to make them any more drastic than 
they were. You will notice there is an attempt there to reduce them 
in the case of those lower pay grades where they have a floor of $125 
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for the girl alone, not entitled to social security, and « drop ped that 
floor to $100 in the case of people who are drawing social security. 
I would say I do not think we would have any Ghleation to the intro- 
duction of a ceiling, saying that nobody should draw more than 100 
percent; no. 

Mr. Carnes. Captain, we have a case here of a private, E—-1, who 
had a wife and 1 child, who is drawing $121 a month from the Vet 
erans’ Administration, drawing $92.90 in the gratuitous indemnity, 
and drawing $94.80 from social security. 

Captain Hoyr. That is right. 

Mr. Carnes. Which means that the survivor of this E—1 is currently 
drawing $308.70. In addition to that, the Veterans’ Administration, 
by virtue of this death, is paying $60 to a dependent father, which 
means that predicated on this one death of an E-1 gratuitously the 
Federal Government is paying $368.70 in aggregate benefits in this 
case. Under the Kaplan Committee proposal, this ants benetits 
woud be reduced, and the father would receive nothing. 

Captain Hoyt. That is right. 
Mr. Carnes. You feel that the Kaplan Committee proposal offers 
a more realistic basis than paying claims on this basis ¢ 

Captain Hoyt. I think it does, Mr. Carnes. Under the Kaplan 
Committee proposal—I cannot quick ly figure the social-security bene- 
fit, but that would be up somewhat. I would s ay that would be some- 
where in the neighborhood of $134. The adjusted compensation 
would be $100. That is S234 as against $368. 

Mr. Carnes. That is $234 contrasted to a total base pay and allow- 
ances which would aggregate $203: is it not? 

Captain Hoyr, About $211, I think, in that case, where he has 2 
dependents. Maybe not. Maybe it is only $203. You are probably 
right. It is probably somewhere in that neighborhood. 

In other words, it would still be well above his actual pay, but it 
would be way down from what it is today. 

Mr. Carnes. To get back to the original question, does the Depart- 
ment of Defense feel any survivor should receive in survivor benefits 
more than 100 percent of the total base pay and allowances of the 
deceased ? 

Captain Hoyr. I do not think anybody can, as a matter of anything 
but compassion, advocate the paying of any more than what the man 
was receiving when he was alive. 

Mr. Carnes. All right, sir. 

Mr. Harpy. Even though he was serving involuntarily? 

Captain Horr. Well, he had to take that involuntary service. I 
really do not think so. 

As I say, I hate to sound like a hard-boiled Hannah, but that just 
does not make sense. I think, as Mr. Kean said the other day, to 
make a man worth too much more dead than alive puts a little strain 
on his wife’s temper. 

Mr. Bates. Of course that is not always true, Captain, because many 
of these men have part-time jobs on the outside, particularly the ones 
with a couple of kids, in the lower brackets. 

Captain Hoyt. Unfortunately, that istrue. There are a lot of them 
driving taxicabs around town. 

Mr. Bares. I do not know if it is unfortunate, but it is true. 

Captain Hoyt. It is hard to work all day and all night. 
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Mr. Bates. If the kids have to eat they have to eat. 

Captain Horr. That is right. 

Mr. Carnes. There are two other questions and then I will be 
through. 

I want to get in a restatement of the position of the Department of 
Defense with respect to FECA benefits. If I understand the previous 
testimony correctly, the Department of Defense is not opposed to dis- 
coer FECA benefits for certain reservists. 

Captain Hoyt. We certainly are not opposed to it. That has always 
been a keynote of every study, trying to equalize between the groups. 

Mr. Carnes. You think it is an inequity that should be corrected 
as re as possible ? 

Captain Hoyt. As soon as possible. 

Mr. Carnes. Fine, sir. 

The one final question is: The committee has received a letter from 
a lady, who cited the case of all the things she was exposed to as a 
survivor because her husband was in a missing-in-action status for 
about 214 years. I wonder if for the record and for the committee 
you would explain to what extent survivors are cared for when a man 
in the Armed Forces is placed in a missing-in-action status. 

Captain Hoyt. His allotment is continued just as though he were 
alive, until a determination is made that he is dead, and the girl can 
in addition to the allotment, if she is up against it, get up to 80 per- 
cent of the man’s pay and allowances. That is my recollection. 

Mr. Carnes. If that man were deemed dead 21, years later would 
there be any recovery of those payments? 

Captain Hoyt. No. 

Mr. Carnes. There is no recovery of the payments ? 

Captain Hoyr. I used to give the boys on my LST strict instruc- 
tions that if they saw me lying on the deck to push me overboard so 
that I would be reported missing in action instead of dead. 

Mr. Carnes. Mr. Chairman, I believe that is all I have. 

Mr. Bares. I just want to cover one more point, Captain. 

Captain Hoyt. Yes, sir. 

Mr. Bares. You are of the opinion that FECA should be withdrawn 
and those benefits should be withdrawn from the survivors or the 
reservists ? 

Captain Hoyr. I will qualify it. I think that the differential be- 
tween the reservist who dies on active duty and the regular or Na- 
tional Guard man should be eliminated. That does not mean that I 
believe in the principle of reducing everybody to the lowest common 
denominator, any more than I believe in pushing up all the regulars 
to the level of FECA benefits. I believe that a reasonably unified 
program for all would be most desirable. I think to attain that one 
of the essential features would be to repeal FECA. 

Mr. Bares. Because you feel that a man of the same rank and un- 
der the same cireumstanc es, if he is killed, like the case of the pilot and 
co-pilot, should be in the same situation and they ought to get the 
ae benefits ? 

Captain Hoyt. Exactly, sir. 

Mr. Bates. It would appear to me that your answer to the coun- 
sel’s question concerning the recommendation of Mr. Ketchum yester- 
day, having to do with potential earning power on the outside, would 
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also fall by the wayside on the same basis, because then you would 
have a differentiation between two people. 

Captain Hoyt. As I tried to say, I want to really read it and see 
exactly what he did say. It seems to me that Mr. Ketchum’s sug- 
gestion, although extremely interesting, just would not work for the 
very reason you stated, sir. I think when you try to fool around with 
what a man’s potential earnings are on the outside you are going to 
get just as many answers. 

Mr. Bares. What I am saying is that you are suggesting the elim1- 
nation of FECA because of the discrimination you feel exists. 

Captain Horr. That is right. 

Mr. Bares. But the same thing would be perpetuated. 

Captain Hoyt. That is correct. 

Mr. Bares. If you adopted a system along that particular line. 

Captain Horr. That is right. Unless what Mr. Ketchum was say- 
ing was that you would have this level of benefits for career people and 
then this court of adjudication could bring the people up to that level 
and not beyond. 

Mr. Carnes. No. 

Captain Horr. Then, of course, what you say is definitely correct. 
It would perpetuate the present inequitable situation in many cases. 

Mr. Harpy. He used as an illustration Ted Williams, making 
$80,000 a year when he came on active duty. A man earning that kind 
of money is in a little different situation. You are going to settle 
with his survivors on the basis of his pay and allowances while he is 
on active duty? 

Captain Hoyr. Well, I think as far as the Government is con- 
cerned—I hate arguing from extreme cases. 

Mr. Harpy. You cannot generalize too well from them. 

Captain Horr. You cannot. There are any number of people I 
know that came into the service during the last war that had enormous 
potentials. I know 2 or 3 of them in the banking business, earning 
over $200,000 a year. 

Mr. Bates. That is right. And you also know some who never 
had it so good. 

Captain Hoyr. I know lots of them who never had it so good; that 
is correct. 

Mr. Harpy. I am glad to see you all use Democratic expressions. 

Mr. Bares. Republican, now. 

Mr. Carnes. Captain Hoyt, it is good to have the record as clear 
as we can on this. Mr. Ketchum further said that he thought that 
this situation of paying these men survivor benefits according to pay 
would come under more criticism and perhaps no longer be practical 
in its application, especially if we would ever go into another emer- 
gency situation where we were drafting more and more permis into 
the service and forcing people to serve, a great many of whom did have 
a higher earning potential. He said it would perhaps be acceptable 
at this time to some degree, but it certainly would not be acceptable 
in the future, and the more people you ‘were calling into the service 
involuntarily the more you would accentuate the problem. 

Do you agree with that? 

Captain Horr. No; 1 donot. I do not think that istrue. I think 
that the present system overpays the person who has been called in 
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involuntarily and underpays the man with whom you could not have 
any service to call him into without. 

Mr. Carnes. Have you not testified you cannot distinguish between 
career and noncareer personnel ? 

Captain Horr. I think that is right, but what you are doing is this: 
The minute you bring in what a man can do on the outside as a measure 
of what the Government is going to owe his family I think you are 
getting off on rather uncharted wastes. 

Mr. Carnes. When you speak of career personnel it seems that all 
will agree on that statement, so long as you are talking about career 
personnel, but when you talk about noncareer personnel it is different. 
There was testimony yesterd: ay that up to 85 percent of the people 
in the Air Force are reservists. Then you get into a situation Nwndre 
pe 7 cannot subscribe to your philosophy. 

Captain Horr. Let me say I do not know whether it is 85 percent 
of the reserve aviators—when they say 85 percent of the Air Force 
is reserve, they are talking about 85 percent of the pilots or their 
officers. 

Mr. Carnes. Yes. 

Admiral Womste. Let me speak to that. We consider that those 
long-time reservists are career personnel, too. 

Mr. Carnes. When does a man become career personnel? How do 
you define it? 

Admiral Womprze. We would hope we would keep the majority 
of the people in. It would be to the Government’s advantage if you 
could have the majority of the people in the service as career personnel. 
That is one of the reasons we are fighting so hard for all the things 
that will try to keep them in. We definitely consider that the large 
percentage of the people in the Army and the Air Force that are 
reserves are career personnel, too. We hope to have some legislation 
up this year that will permit larger integration so that we can make 
them definitely regulars and career personnel. 

Mr. Bares. I just want-to throw one other thing in here, Captain, 
which we can drop very quickly. 

The question of the very nature of war today is something that 
should not be overlooked here, because a person does not have to be 
in uniform to be in the front lines in modern war. 

Captain Horr. That is correct. 

Mr. Bares. That would have a part to play in this total adjustment 
7 are trying to consider here. 

Captain Horr. Let us put it this way: We are talking about atomic 
warfare, which I think we should very well consider in all these things. 
It s perfectly true that a lot of people far back of the lines would get 
killed. That would not alter the fact that there would be some people 
out front. It might even be the safest place, but they would still be 
out there, and if they did get killed out there they are entitled to some 
protection, regardless. 

Mr. Bares. You do have that possibility today in this country, that 
we never had before. 

Captain Horr. That is correct, but that possibility has existed in 
other countries who are less fortunately situated. 

Mr. Bares. But we did not formulate legislation for them. 
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Captain Hoyr. No, but I am saying that they have had to recognize 
that. It is one of the biggest expenses, I guess, the British Govern 
ment was faced with after the war. 

Mr. Bares. I just wanted to bring that out, mention it and drop it 
very quickly, as I say. 

Mr. Carnes. That is all for the Department of Defense, I think, 
Mr. Chairman. 

Mr. Barres. Fine. Thank you very much, Admiral Womble and 
Captain Hoyt. 

Mr. Carnes. This will be the last time that they have an oppor 
tunity to testify, perhaps. I wonder if there is anything they want 
to volunteer or say gratuitously, Mr. Chairman, to the committee, that 
has not previously been stated. 

Captain Hoyr. If it is agreeable I would like to touch very lightly 
on this matter of the offset, that we had a little “hassle” on. ‘The only 
one I know of—the only one I have seen laid down on paper is this one 
in the General Accounting Office’s communication to the committee 
I have given a little time to analyzing that, and I would like to point 
out one pitfall as indicative of the kinds of things you can get into 
when you start fooling around with offsets. 

The big objection to the NSUI program—to the continuance of that 
program beyond 195 1—was the fact that there was an obsolete mortal 
ity table used and that there was an interest subsidy paid by the 
Government which added to the face value of the insurance. 

Now, under the proposition made by the General Accounting Of- 
fice the making a direct deduction of the amount paid by insurance 
would put a big premium on the man or the widow electing the very 
option which is the most expensive and most deleterious to the Gov- 
ernment. 

Mr. Harpy. The life annuity ¢ 

Captain Hoyr. The life annuity. They would be bound to do it. 
You deduct the least amount from the service ee. you see 
what I mean—and they would get the most money out of 1 Any- 
body who was at all aware of that would be bound to make that e electi on 
unless he was in dire need and actually had to have the cash. 

That is one of the reasons why when you get to fooling ereuiid with 
offsets I think it would be very advisable to consult with some actuarial 
people, if that is what you want to talk about. 

Mr. Harpy. Where you have an offset there, Captain, there is a 
very distinct advantage in electing an annuity under NSLI anyway. 

Captain Hoyr. Yes, but let us put it this way: Suppose a person 
takes cash. You ure never volng to recover the total amount for a 
girl of 20, because you can only recover from her during her unremar 
ried life while she 1s in receipt of this compensation. ‘That is the only 
pl: ice you are going to get it. 

Let us say for the sake of argument that the cash value of the pay 
ment is $10,000, which is what it is. Let us say for the sake of argu 
ment. you stick directly to NSLI and you recoup at the rate of $96.10 a 
month, which is what you should do. Let us say you do that. You 
are not going to get more than $6,000 back from her at. the most, on 
the average girl of that age, because her unremarried life on the aver 
age will not be greater than that. On the other hand, if they elect 
the life-refund annuity—you see what | mean—you are going to get 
back even less. You are going to get back practically nothing of a 
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recoupment. And you have undertaken to stick the Government the 
full amount of the annuity table and the full amount of the interest. 
[ am not very smart, but I am smart enough to figure that one out. 
Mr. Harpy. I think you have enough incentive for them to elect the 
——- anyway. 

Capt: ra Hoy Tt. I donot know. Most of the people have taken the 
other. Cash is handy to have. You can pay off the mortgage, if a 
girl has a house and things of that sort, and reduce living expenses. 

But the minute you fool around with those things you have to be 
awfully careful or you will do as L say. Under this proposition you 
definitely would provide a big incentive to elect the most wae nsive. 


Mr. Bares. That would be a short-run proposition. Captain, if 
you eliminated the whole program except for those who currently 
have it. Any of those who went on active duty would have to make 


a choice of continuing that or getting these other benefits. It would 
not be with us forever. 

Captain Horr. I do not want to belabor the issue. I am just point 
ing out it is complicated, 

Mr. Bares. That is only one aspect that we considered. We con- 
sidered the other aspects with relation to retirement and also survivor 
benefits. 

Captain Hoyt. As I say, I do not know what you have been con- 
sidering in the field of offsets to retirement, so Ll could not speak on 
that. I just wanted to point out when you fool around with offsets 
you have to be awfully careful. 

Mr. Harpy. Maybe the Admiral could throw a little light on some 
of these weighty problems we have had, in general. After all, you 
have let the Captain do most of the talking. 

Admiral Womste. I concur mostly with Captain Hoyt. I would 
like to say we appreciate your courtesy in your consideration of this 
bill. We have had an understanding that the Department of Defense 
was committed to the Kaplan bill and its enactment. 

May I say that the research facilities of the Department of Defense 
are at your disposal at any opportunity you wish to take, and we cer- 
tainly appreciate your serv ice, 

Mr. Carnes. Mr. Chairman, we have a letter from the Department 
of Labor which I should like to incorporate in the record. 

Mr. Bares. Without objection, it is so ordered. 

(The letter is as follows:) * 

DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, October 28, 1954 
Hon. WILLIAM H. BATES, 
Chairman, Select Committee on Survivor Benefits, 
House of Representatives, Washington, D. C. 

Dear CONGRESSMAN Bates: I am forwarding this report in response to the 
request in your letter of October 7, 1954, requesting my comment on part II of 
the Kaplan Committee report dealing with survivor benefits for military reserv- 
ists under the Federal Employees’ Compensation Act. 

With respect to survivor benefits the report recommends a uniform system of 
benefits for all members of the uniformed services, including all the armed serv- 
ices, the Coast Guard, Coast and Geodetic Survey, and the Public Health Serv- 
ice. The system proposed would provide benefits from 3 sources, namely, (1) a 
6 months’ death gratuity computed under a proposed new formula including a 
minimum and maximum benefit, (2) old age and survivorship insurance on a 
full contributory participation basis and (3) benefits under a liberalized service 
compensation program to take the place of present veterans’ compensation 
benefits. 
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The proposal recommends discontinuance of certain existing benefits, in 
cluding the servicemen’s indemnity and compensation benefits for reservists un 
der the Federal Employees’ Compensation Act. Present veterans’ compensatior 
benefits would be replaced, as indicated in the preceding paragraph. 

I am in favor of establishing equal protection for all members of the armed 
services and their survivors. Accordingly, I concur generally in the objectives 
which the Kaplan Committee report seeks to achieve. In my opinion, the in 
equities under existing law call for a complete review of the present system 

Some of the inequities to which reference is made in the report and others 
not noted result from the extension of benefits of the compensation law to 
certain reservists and to the lack of uniformity in the protection accorded to 
different branches of the service. The Department has no objection to the pro 
posal to discontinue such benefits for military personnel in favor of a different 
benefit system that will provide reasonable survivor income on a purity to all 
the armed services, 

I have no comment at this time regarding the amount of the benefits pre 
posed in the report, as it is understood your committee, in the course of its 
studies, will fully explore this phase of the subject. 

The Department will be glad upon your request to furnish information cover 
ing its experience in regard to reservists’ claims under the compensation law 
and furnish any other assistance that may be helpful to your committee 

The Bureau of the Budget advises that it has no objection to the submission 
of this report. 

Sincerely yours, 
JAMES P. MITCHELL, 


Secretary of La 


Mr. Carnes. We also have a letter from the Civil Service Commis 
sion, commenting as to the position of this committee with respect to 
the Kaplan report. 

Mr. Bares. Without objection, that will be inserted in the record 
at this point. 

(The letter is as follows :) 


UNITED STATES CIVIL SERVICE COMMISSION, 
i ashington, D. C., October 25, 19 4 
Lion, WILLIAM H, BATES, 
Chairman, Select Committee on Survivor Benefits, 
Hlouse of Representatives, Washington, D. C. 

Deak Mr. Bates: This is in reply to your letter of October 7 in which you 
request the Commission’s comments on part 2 of the report of the Committee 
on Retirement Policy for Federal Personnel, particularly with reference to the 
relationship of proposed survivor benefits for Armed Forces personnel and simi 
lar benefits provided civilian employees of the United States Government. 

The Committee proposes that old-age and survivors insurance be extended 
to military personnel on a contributory basis. In part 3 of its report, it made 
precisely the same recommendation with respect to employment subject to the 
Civil Service Retirement Act. In comparing the two proposals, we may there- 
fore eliminate that portion of survivor benefits derived from old-age and sur 
vivors insurance ; benefits from that source would be identical. 

The other component of continuing monthly income under the military sur 
vivor proposal is service compensation, calculated as SO percent of the first 
$100 of “wage credit,” plus 20 percent of the excess. “Wage credit” is derived 
from average total pay, including allowances, for each pay grade. Service com- 
pensation would be paid primarily to a widow during her unremarried lifetime, 
but there is also provision for payment to minor children and dependent parents 
under certain conditions. Military personnel would make no contribution for 
the service compensation benefit. 

Under the civil-service survivor proposal, the other component of continuing 
monthly income, payable only to a widow, is one-half the earned annuity of the 
deceased employee. This is based on his length of service and highest 5-year 
average salary, with a minimum of 10 years’ service required. Unlike the mili- 
tary proposal, there would be a reduction of the civil-service benefit when the 
widow attains age 65 and becomes eligible for the widow’s benefit under old- 
age and survivors insurance. The civil-service benefit would be payable during 
the widow’s unremarried lifetime, except that remarriage after age 55 would 
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not terminate the benefit. The employee would contribute 3% percent of the 
first $4,200 of salary, plus 6 percent of any exeess, in addition to paying FICA 
taxes. 

The following table compares the proposed monthly service compensation and 
civil-service widow’s benefits when the “high-5’’ civil-service average salary 
equals the military wage credit based on current total pay. 





Civil-service widow’s benefit 
Wa . 
: Service 
: compet Before age 65— Years of servic After age 65—Years of service 
: Sati I 
slar 
10 20 30 10 20 0 
$200 2 $100 $20 $41 $61 $12 $23 $ 
22 2104 21 435 64 12 24 37 
260 2112 23 47 70 l 26 Kt) 
s00 2120 25 Al 76 15 1) j 
50 130 oS 56 s4 1S 35 5] 
100) 140 0) 61 91 DT) 40 oo 
$50 L150 34 68 101 23 17 70 
500 160 8 75 113 297 54 RI 
25 16. sy 79 118 29 58 87 
600 LSO 45 90 135 35 6g 104 
650 190 49 OS 146 38 77 ll 
675 195 | 101 52 40 SO 121 
TO 210 it} 113 169 16 v2 138 
900 240 68 135 203 57 114 171 
1,12 285 s4 169 253 74 148 222 
1, 250 110 04 188 281 &3 167 250 
Amounts are not dependent upon age of widow or length of service of deceased 
? Increased to $125 for a widow without dependent children. 


For salaries under $300 it is never possible for the civil-service widow's benefit 
to be as large as service compensation, since the former cannot exceed 40 percent 
of salary. At higher salaries, it is possible for the civil-service benefit to equal 
or exceed service compensation at longer periods of service than those shown in 
the above table. For example, at salaries of $400, $600, and $900, the civil-service 
benefits before age 65 equal service compensation if the periods of civil service 
are, respectively, 45 years and 11 months, 39 years and 11 months, and 35 years 
and 6 months. For equality after age 65, the required periods of service are, 
respectively, 69 years and 9 months, 51 years and 11 months, and 42 years. 

As stressed by the Committee on Retirement Policy for Federal Personnel in 
part 3 of its report, its recommendations would greatly improve survivor protec 
tion for members of the civil-service retirement system. Hence any comparison 
of the proposed military survivor program with the present civil-service survivor 
program, with respect to continuing monthly income, would only accentuate the 
differences illustrated above. 

The third component of the proposed military survivor program is a lump-sum 
death benefit of 6 months’ pay, including special pay but excluding allowances, 
with a minimum of $1,200 and a maximum of $3,000. The entire cost would be 
borne by the Government. The recently enacted Federal Employees’ Group Life 
Insurance Act of 1954 provides for civilian employees a death benefit approxi 
mating 1 year’s salary, subject to reduction after age 65. Accidental death and 
dismemberment insurance is also provided, and under certain conditions the life 
insurance only may be continued after separation from the service. Employees 
bear two-thirds of the cost of the program, with the Government paying one- 
third. 

Policy determinations concerning the benefits provided for military personnel 
are, as you know, outside the jurisdiction of this Commission. We are presenting 
this factual comparison because of the interest expressed in your letter in deter- 
mining whether the survivor benefits provided military personnel would be 
roughly in line with those provided for civilian employees. 

Sincerely yours, 


Purp Youne, Chairman. 
Mr. Bares. Thank you very much, Admiral Womble and Captain 
Hoyt. The committee will now stand in recess until 2 p. m. 
(Thereupon, at 11:59 a. m., Friday, November 19, 1954, a recess 
was taken until 2 p. m. of the same day.) 
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Mr. Bares. The committee will come to order. 

Representatives of the Veterans’ Administration will come forward 
and give their names to the reporter. 

Mr. Carnes. Mr. Birdsall, pursuant to the chairman’s instructions, 
the staff in conjunction with all of the agencies prepared a master 
list, and then from the master list prepared individual cards which we 
forwarded to all the agencies with the hope of getting back data by 
which we could make a compilation so as to provide the committee 
members with actual case histories of all inservice deaths. 

The instructions I think at the time that information was given to 
you were that we desired that all of the deaths were intended to be 
the inservice deaths occurring in January. 

I think as we will point out this afternoon, there may have been 
some slight mistake or misunderstanding with regard to that. The 
information that the committee requested was the amount of payments 
which were being made for the month of August of this year, plus 
any lump-sum payments which had been made. Is that correct? 
Those were the instructions as you understood them ¢ 


STATEMENT OF GUY H. BIRDSALL, ASSISTANT DIRECTOR FOR 
LEGISLATION, VETERANS’ ADMINISTRATION, ACCOMPANIED BY 
DONALD C. KNAPP, DIRECTOR, LEGISLATIVE PROJECT SERVICE I; 
RAY P. BLAND, DIRECTOR, LEGISLATIVE PROJECTS SERVICE V; 
E. REINMUTH, CHIEF, STANDARDIZATION, OFFICE OF COMPEN- 
SATION AND PENSION; W. A. BAUMGARDNER, DEPENDENTS 
SERVICE, OFFICE OF COMPENSATION AND PENSION; WILLIAM E. 
KEITH, ASSISTANT DIRECTOR, CONTACT AND FOREIGN SERVICE; 
F. GERARDI, INSURANCE COUNSEL; AND 0. CLAY, ASSOCIATE 
INSURANCE COUNSEL 


Mr. Brrpsauu. I believe so. I did not handle that request. 

Mr. Carnes. ‘Those were the instructions, were they not, Mr. Knapp? 

Mr. Knapp. Yes. 

Mr. Carnes. Mr. Birdsall, you all cooperated very well with us 
and returned that information to us. It was impossible for me, with 
the other work I had to do, to make all these compilations, so, there- 
fore, I had a statistician make the complications for me. In com- 
piling those, as soon as the statistical data was completed, the statis- 
tician called to my attention the fact perhaps there must have been 
some misunderstanding, because as I had gone over with him the de- 
tails of what was involved, if a person got national service life in- 
surance, or United States Government insurance in the amount of 
$10,000, they were not entitled to the $92.90 entitlement, and if they 
got the national service life insurance, or United States Government 
life insurance in an amount less than $10,000, then they were to get 
only a partial indemnity. 

In making his report to me, he stated that out of 688 cases which 
he had, there were 117 cases where there was neither recorded, based 
on the information which you all provided us, any insurance pay- 
ments or any indemnity payments. 
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We have here four master lists representing each of the services, 
giving the names of those individuals who did not receive either in- 
surance or indemnity payments. 

We are talking in broad terms now. We will get to cases in just 
a moment. 

I called this to your attention approximately 2 weeks ago, and you 
said that there was a partial explanation of some of those cases. I 
wonder if you would take time to give the committee an explanation 
as to why there were approximately 117 cases where there was not 
recorded in the information submitted back to the committee either 
the insurance or the gratuitous indemnity payments. 

Mr. Knapp. As you will recall, Mr. Carnes, when we met with you 
informally some days ago, we went over the individual cases, and 
the forms that had been compiled for you, and in addition to the 
117 for which neither insurance nor indemnity payments was shown, 
we found some others in which we questioned the accuracy of the 
information. In certain cases, maybe only a partial payment was 
shown. So we pulled, or we noted about 141 of those cards in which 
we wished to go to the case files and ascertain the exact situation. 

Mr. Carnes. Reexamine them ? 

Mr. Kwarr. Reexamine them; yes. 

We found that the vast majority were in the veterans’ benefit of- 
fice here in Washington, which was fortunate. There were some in 
the district office, particularly Philadelphia. 

Out of the 141 cases that we reexamined, including the 117 that 
had no payment indicated, either insurance or indemnity, we found 
there were 62 cases where the death had occurred prior to January 
1954. 

As you will recall, the master list from the Department of Defense 
was supposed to indicate the actual deaths in January 1954. 

Mr. Carnes. That was my understanding. The Department of 
Defense also included in that list, unbeknown to me, persons who 
were deemed to have been dead, who had been missing in action, but 
they were declared dead in the month of January, and those are the 
62 cases that you refer to? 

Mr. Knapp. That would be at least the 62 and perhaps some of the 
others in the other categories that I will cover. 

Mr. Carnes. All right, sir. 

Mr. Knapp. I might explain what the situation was with the first 
group of 62 cases. The finding of death by the Secretary of a 
department concerned was in January 1954. The actual death, 
having been a missing-in-action case, was determined to have oc- 
curred in 1950 or 1951. In 62 cases they had insurance, full $10,000, 
payable in 36 monthly installments. 

Mr. Carnes. There were 62 individuals that had $10,000 insurance 4 

Mr. Carnes. Payable in 36 monthly installments? 

Mr. Knapp. Yes. 

So, prior to August 1954, the date which was determined by the 
staff as the month for which we would indicate what payments, if any, 
were being made, the 36 installments having already accrued since 
the date of death back in 1950 or 1951 had all been paid out in one 
check sometime prior to August 1954. 
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Therefore, in view of the specific instructions, the form showed no 
payment of either insurance or indemnity being made in the month 
of August 1954. 

Mr. Carnes. Although the instructions were specific, Mr. Knapp, 
that the committee wanted the monthly payments that were being 
made for the month of August, or any lump-sum payments that had 
been paid. As the individuals reviewed these particular cases, were 
not all the offices informed that these represented January deaths, 

1954, and were you not of the opinion, and I of the opinion, that the sy 
represented January death, 1954? 

Mr. Retnmvuru. i do not ie lieve the instructions mentioned the date 
of death, but we have a peculiar understanding in insurance that the 
words “lump sum” means $10,000 payable under option 1. 

Mr. Carnes. I am not in any sense being critical, but if you had 
complied with the instructions would it not be reasonable to presume 
someone would have made notations that the case represented rather 
peculiar circumstances ¢ 

Mr. Knapp. I think that with hindsight I would agree with you; it 
might well have been done, but you will recall the time was of the 
essence. 

Mr. Carnes. That is correct. 

Mr. Knapp. You were anxious to get the information, so that is why 
we said if a lump sum was payable, indicate how much and when. 
They construed that as the first option, lump-sum option, and where 
the record showed it was an installment case, even though it had been 
a 86-month installment case already accrued, they did not show it as a 
“lump sum.” 

Mr. Carnes. I think that makes a very interesting observation, to 
digress for a minute. 

Out of 141 questionable cases you found that 62 were national service 
life insurance cases that were paid in 36 monthly installments. I 
think that the committee members and the other Members of Congress 
are not fully cognizant of the degree to which national service life 
insurance is still held by men in the service. 

Mr. Retymutu. These were deaths before the Indemnity Act was 
passed. 

Mr. Kwarr. These were deaths back in 1950 and 1951, the early 
stages of the Korean conflict. 

Mr. Carnes. That adequately explains that. Proceed, if you will, 
Mr. Knapp. 

Mr. Knarr. We found further that of the 141 cases 21 cases are 
now in a completed award status. 

Mr. Carnes. A question comes to my mind. I want to interrupt 
you before we proceed. With regard to these missing-in-action deaths 
where the national service life insurance was payable in 36 monthly 
installments, were any payments made by the Veterans’ Administra- 
tion until the man was actually declared dead ? 

Mr. Knapp. No payments were made until we had a finding of death 
by the department. 

Mr. Carnes. When were the payments in these 62 cases actually 
made? 

Mr. Knapp. They were actually made sometime between January 
1954 and prior to August 1, 1954. 


55873—55 26 








396 STUDY OF SURVIVORS BENEFITS 


Mr. Carnes. And even though the policy prescribed that they should 
be paid in 36 monthly installments, if the beneficiary so designated, 
did you pay that in 36 monthly installments, or did you pay it in a 
lump sum ¢ 

Mr. Knapp. The insurance matures as of the date of death. There- 
fore, in adjudicating it, the first installment would be due as of the 
date of death back in 1950, for example. Therefore, as all the 36 in- 
stallments had accrued it was paid in a lump sum by 1 check. 

Mr. Carnes. Pardon the interruption. 

Mr. Knapp. Now, in 21 cases, as of the reevaluation or reexamina- 
tion this week, they are all in a completed award status; that is to say, 
the full amount of the insurance and/or the indemnity has been 
awarded. 

Mr. Bares. You would not consider that to be a reflection on the 
system, would you, Mr. Knapp? 

Mr. Carnes. I think he has been saying that the award has been 
made since August even though the death occurred in January. 

Mr. Knapp. These are deaths in January. 

Mr. Bares. I understand that. 

Mr. Knapp. And the report was to indicate the payment being made 
in August. 

Mr. Bares. I understand. 

Mr. Knapp. And in these 21 cases, the majority were actually paid 
some time after August. 

Mr. Bares. I am tuned in at the right station. I understood that. 
| do not think because we have had these cases called to your attention 
that we can consider that this is a reflection of the system when you 
inform us today that since August, 21 cases have been paid. Is that 
as clear as mud? 

Mr. Carnes. I do not follow that. 

Mr. Knapp. I am sorry. 

Mr. Bares. Do I understand that these 21 cases were not paid be- 
fore August 1, but since then they have been? 

Mr. Knapp. The majority of them have been paid since August. 
Some few of the 21 we found were erroneously reported; that is to 
say, they should have been on your report as having been awarded and 
deemed paid in August. 

Mr. Bates. You are telling us now that 21 cases of this total amount 
have been settled since August. Is that not what you said? 

Mr. Knapp. The majority of the 21; yes. I do not have a further 
breakdown. We have the individual forms which we are going over 
with Mr. Carnes to give him precise information on each case. 

Mr. Bares. And my comment on that fact was that that is not a 
reflection on the system, or the efficiency of the system. 

Mr. Knapp. I would say not, sir. 

Mr. Bares. Because these have been called to your attention and 
you could do down there and settle every one of them perhaps, if proper 
papers were in. 

Mr. Knapp. Yes. 

Mr. Carnes. There were perhaps 21. Say of the 21, 5 would be, but 
just were not recorded, and say the people were to get the $92.90 a 
month, that insurance did not enter into the picture, then those people 
had to wait. 7, 8, or 9 months before they actually began to get their 
first $92.90 payment ? 
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Mr. Knapp. That is right, sir. The reason for that is we do not 
have before us whether it was a delayed application. 

Mr. Carnes. I do not think it is meant to be a criticism of the Vet- 
erans’ Administration, but the fact remains that a survivor who may 
have needed that money for some reason was not getting it for 6, 7, 
8, or 9 months after the time that she was eligible for it? 

Mr. Knapp. That is the fact in those cases; yes. 

Mr. Carnes. So quite often some of the people are critical of sur- 
vivor benefits when the responsibility is not that the Federal Gov 
ernment has failed to provide them, but that, by some means, the sui 
vivors are not actually receiving them ? 

Mr. Knapp. I agree with that. 

Mr. Bates. Follow up my line of questioning which you do not 
understand. 

Mr. Knapp. I do, sir. 

Mr. Bates. Of these 21 cases, can you give us any idea of the reason 
why these have not been paid? 

Mr. Knapp. As to those that were not paid prior t August, no, sir 
As of today they have all been paid. 

Mr. Bares. The only point that I am trying to establish is this: 
If it was the fault of the Veterans’ Administration for not paying 
these during that interim, and recognizing these cases, and having 
specifically had it pointed out to you, you could have gone down and 
taen care of these cases since the Ist of August ? 

Mr. Knarr. Mr. Reinmuth tells me we can find out in those 21 case 
or the majority of them, which were not being paid in August and the 
reason why. 

Mr. Harpy. Off the record. 

(Discussion off the record.) 

Mr. Carnes. Would you proceed, | lease, Mr. Knap ps 

Mr. Knapp. We find that there are 47 cases which are 
settled, 

Mr, Carnes. 47 cases out of 668 ? 

Mr. Knapp. That is right, sir. 

Mr. Carnes. That would be roughly 5 percent of the cases 11 months 
after date of death which are still unsettled ? 

Mr. Knapp. That is right, sir. 

Mr. Carnes. Five percent of the cases ? 

Mr. Knapp. Five percent of the cases involving deaths reported oc 
curring in January 1954, yes, sir; and we have a breakdown as to the 
reasons assigned, or apparent, from the file, as to why those 47 case 
are still unsettled. 

Mr. Carnes. | wonder if you would give us those reasons, please ? 

Mr. Knapp. Fifteen, pending proof of relationship—— 

Mr. Carnes. Let me ask you one question about the pending proof 
of relationship: 

I assume that if the death occurred in January and the persons filed 
fairly promptly, that there has been an interchange of claims—of cor- 
respondence—going on between the Veterans’ Administration and the 

potential beneficiary, trying to get them to provide you with woe 
you desire or need, and they, in turn, trying to provide you with what 
you need, or something less than that what you need ? 
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Mr. Kwarr. Yes, sir; that is correct. There were eight pending 
estate evidence which might include, among other things, cases in 
which the insurance was payable to the estate, and this is pending 
administration of the estate, and evidence of a properly authorized 
executor or administrator. 

I just suggest that as probably the most likely situation in this 
group. 

There were eight cases involving contesting claimants. 

Mr. Carnes. That is, two people filed for the same thing ? 

Mr. Kwapp. That is right, sir. Five cases were forfeited due to 
desertion in some form, and so forth. You recall the basic provision 
in both the insurance and the Indemnity Acts, providing a forfeiture 
of benefits for mutiny, spying, treason, desertion, and giving aid and 
comfort to the enemy, and so forth. These cases, of course, will never 
be paid. There are also five cases awaiting receipt of claims from 
potential beneficiaries. 

Mr. Carnes. Would you say that out of these cases which are now 
in question that only five have not applied for their benefits? 

Mr. Knapp. That is right. 

Mr. Carnes. And out of 668 cases you only have 5 who have not 
applied for the benefits to which you fee] they are entitled? 

Mr. Kwapr. That is right, sir, and even as to those—I believe I 
am correct in saying—that upon receipt by the Veterans’ Administra- 
tion of the evidence of death, notice is sent to the beneficiaries, or sur- 
vivors advising them of their potential eligibility for certain of our 
benefits, including insurance, compensation, and indemnity and appli- 
cation forms are enclosed. 

Mr. Carnes. Are any of those five eligible for insurance for which 
they have paid, or do you know? 

Mr. Knarr. I would not know; we do not know at this stage. 

Mr. Carnes. All right, sir. 

Mr. Kwapr. Six cases are pending general counsel rulings, on a 
question of law, court litigation, guardianship determination, or proof 
of survivors. That makes up the 47 cases which are not yet settled. 
That is 130 cases I have covered. The balance is represented by 11 
cases on which additional data has not yet been obtainable due to 
inability to locate the case folder which in the past week or 10 days 
has been either in transit to the claim offices, or between elements 
within an office, 

As you know, after adjudication of the in-service deaths here, the 
files are ultimately decentralized to the appropriate district office, 
according to the residence of the beneficiary, and those 11 cases within 
the time available, we have not now been able to reexamine. We will 
endeavor if you desire, to secure those and complete the information. 

Mr. Harpy. If these cases and the files of these 11 cases are either 
in district offices or en route to district offices, does that mean that 
adjudication has been completed ? 

Mr. Rernmutn. No, sir; if it is en route to a district office, it prob- 
ably would be. However, I believe a majority of these cases are prob- 
ably in the adjudication sections of the central office here. They just 
could not be picked up right now; it involves a big searching job. 

Mr. Carnes. Then, instead of 5, you have 5 plus 11, or 16. 

Mr. Harpy. I thought you said 5 were in that sort of shape, and 
11 were in district offices, or were en route to district offices ? 
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Mr. Retnmutu. The 11 are cases in which we have no information, 
because we have not been able to secure the folder, or file. 

Mr. Carnes. In other words, half of them may have been settled, 
and half of them may still be pending? 

Mr. Rerwmurn. That is right. We do not know, but we are going 
to find out, and complete every one of them. 

Mr. Carnes. Mr. Knapp, | do not think that our questioning or 
interest in this is intended in any sense to be a criticism of the Vet- 
erans’ Administration, but by the same token the fact remains that 
5 percent of the people or 5 percent of these 668 for some reason, how- 
ever justifiable the reason may be—the 5 percent of those people are 
not getting what the law prescribed that they should get some 10 
months or 11 months after the date of death 4 

Mr. Knapp. Is your 5-percent figure, sir, calculated upon the 117 
as against the total? 

Mr. Carnes. No; 5 percent of the 668, or approximately tO) cases, 
I believe. How many cases do you have there ? 

Mr. Knapp. You are alluding to the 47 cases? 1 would say that is 
approximately right. 

Mr. Carnes. The point to be made there is that some of those peop le 
may be the very ones who really need the money—actually need the 
cash—and at this very time. It is those very people who may be the 
most critical of the system which the Government has provided for 
the payment of survivors benefits, when the truth of the matter is 
that there should be no criticism of the system, but merely of the 
administration of the system—not speaking primarily of the Veterans’ 
Administration, but the services which they have to go through—the 
maze that they have to go through—before the “vy can actually make the 
payment ? 

Mr. Knapp. That is right, sir 

Mr. Bares. Mr. Knapp, in this report which you have just made, 
this is a current report; is that correct ¢ 

Mr. Knapp. Yes, sir. 

Mr. Bares. Then, tell the committee what the situation was, if you 
can, as of August 1. 

Mr. Knapp. As of August 1, the situation was as we reported 
Mr. Carnes, under the standards that were set up by the staff in re- 
questing this information. 

Mr. Bares. On September 20, or thereabouts, the committee con- 
tacted you and you finally established some date in these certain cases. 
Now, what has developed ? 

Mr. Carnes. I believe it was around September 30. 

Mr. Bianp, It was late in September; yes, sir. 

Mr. Bares. The only thought I had in mind is that one of the difli- 
culties in analyzing the efficiency of the system and, particularly, after 
you have had access to certain records now for several weeks, a lot of 
changes have transpired. 

I would suspect, if I were down in your agency and these things 
came up and I didn’t know about them, I would start chasing them 
down, but in the normal course of events, perhaps, you would not find 
a lot of these things in the position in which they are today. 

Have you done anything on your part to chase these things down 
since you were notified by the committee? Have you chased down 
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these specific cases, trying to bring them up to date as much as pos- 
sible, or is this a reflection of the normal course of things in the organi- 
zation? That is the question I am trying to put. 

Mr. Knapp. My answer to that would be in this way, sir: 

First of all, we have, as far as I know, in the adjudication area, as 
a result of actions during the last few weeks on this matter, taken 
no special action just because of this request, but let me say, sir, that 
of this group of 141 we have shown that 62 cases have been paid in full. 

So, that would bring it down to 79 cases. We show that the major- 
ity of a group of 21 were paid subsequent to our original report, and 
we erroneously missed, in making the report to Mr. Carnes, a few 
other awards which were actually being paid in August 1954, which 
further reduces the figure. We show in 11 cases that we have been 
unable this week to get. the files to see what the facts are. We may 
be in the wrong, but we do not know about that. 

We find that 47 cases do have a definite explanation as to why they 
have not yet been adjudicated. 

Mr. Carnes. But, there are 47 cases, there are 5 cases, and there are 
11 cases as of this time which have not actually been paid; is that 
correct ? 

Mr. Knapp. That is right. 

Mr. Carnes. There are 47 cases for which you have adequate expla- 
nation ¢ 

Mr. Kwapp. Yes, sir. 

Mr. Carnes. There are 5 cases for which you have no explanation 
as of this particular time, and there are 11 cases which you cannot 
actually put your finger on ? 

Mr. Knapp. That is right, if we figure the five as an estimate of those 
which we erroneously reported. 

Mr. Carnes. Yes; you mean 5 out of the 11? 

Mr. Knapp. Out of the 21. 

Mr. Carnes. What I am trying to ascertain, to recap here, is how 
many cases are the people fi uiling to receive monthly checks for which 
they are entitled at this time, and there are five such cases about which 
we know. Are there not 47 cases pending for various reasons at this 
time ¢ 

Mr. Knapp. Yes, sir; and I would say that of this group there are 
42, that is, 47 less the 5 forfeiture cases, who are not getting—who are 
getting what they may be potentially entitled to. 

Mr. Carnes. If there are 47 who are not receiving it, there are 5 
cases where they are not receiving anything ? 

Mr. Knarr. That 5 figure is a part of the 47. 

Mr. Carnes. And, then, there are 11 cases in transit ? 

Mr. Knarp. There are 11 cases in transit; yes, sir. So, we do not 
know the situation in regard to these partic ular cases. 

Mr. Carnes. You have a ratio of a little more than 5 percent where 
the people are not receiving the benefits ? 

Mr. Knapp. Yes, sir; that is right. 

Mr. Carnes. You can understand the position of some people who 
say that the criticism of the survivors benefits program provided by 
the Congress may in no sense be a just criticism of the survivors bene- 
fits program which has been provided by Congress, because this is just 
one facet of a fivefold program, or 2 facets of a fivefold program. 
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It may be some of the other agencies are in the same situation as 
regards FECA and social security and, maybe, even the Department 
of Defense. 

There are some cases which they have no adjudicated as, for in- 
stance, the 6 months’ death gratuity, even. 

That is the point we are trying to make here. 


Mr. Knapp. I think that is a very definite area of concern. I am 
merely suggesting the very great di tlic ulty of remedying that to any 
great extent, regardless of what program or system is substituted, 


because as long as you are going to have beneficiaries by statute, you 
must have criteria, and standards for determining whether they are 
the proper beneficiaries, and they must estab lish by evidence their 
right to it, whether it be social security, whether it be the present VA 
compensation, indemnity, or the new proposed service compensation. 

Mr. Carnes. Mr. Knapp, would you even attempt to venture a 
guess—and I realize it would be nothing more than a guess or a per- 
sonal expression on your part—of the number of the percentage, let 
us say 1 percent or one-half of 1 percent, or any figure which you 
may think wise to choose, of the peop le who are eligi ible for some form 
of Veterans’ Administration benefits at the present time, who perhaps 
are not receiving them ? 

Would you venture a guess on that point ? 

Mr. Knapp. I frankly would not venture a guess, because I just 
have not any basis for even a “guesstimate.” 

Perhaps, Mr. Reinmuth would be able to furnish some information 
along that line. 

Mr. Carnes. Is anyone here who Tans eee with this pro- 
gram where people who filed a year or 2 years later received benefits 
when if they had only known, they cna hue been receiving those 
benefits a year earlier if proper ap yplic ation had been made? 

Which of you gentlemen is most intimately acquainted with that 
facet of the work? 

Mr. Rernmurnu. Perhaps, I would be, but there is no way of know- 
ing how many have not come in for the benefits to which they may 
be entitled. We do see claims come in later years later—when people 
say: “Well, I should have applied earlier, but I did not know I was 
entitled to this particular benefit.” 

However, we notified every beneficiary, every potential beneficiary, 
at the time of death. 

Mr. CARNES. Since the passage of the Gratuitous Indemnty Act 
every person is entitled, for the most part, to S92.90 7 month, unless 
they have Government insurance or USGLI. There are only a very 
few cases, or a very small percentage ratio of people whe do not have 
any U SGLI or NSLI who could not qualify or whose beneficiaries 
could not qualify to receive the $92.90; is that correct / 

Mr. RetnmutuH. On the inservice death; that is correct, sir. 

Mr. Carnes. That would be true in regard to the inservice deaths? 

Mr. Retnmutn. Yes, sir. 

Mr. Carnes. Does not the De partment of Defense prov ide the Vet- 
erans’ Administration with some kind of certificate of death ¢ 

Mr. Retnmutu. Yes, sir. 

Mr. Carnes. And from those certificates of death you can tell which 
of those people have national service life insurance; can you not ? 
Mr. Retnmutau. No, sir; but we can from our records. 
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Mr. Carnes. You can from your records? 

Mr. RerinmutuH. Yes, sir. 

Mr. Carnes. When you receive the certificate of death, you do not 
try to ascertain what benefits those individuals may be entitled to? 

Mr. Retnmutu. We assemble all records, and if they have national 
service life insurance in force, that is immediately assembled and we 
know it, and if there is insurance in force, we immediately send blanks 
to the beneficiaries. If there are no beneficiaries, we send blanks to 
the next of kin listed by the service department on the report of death. 

Mr. Carnes. Would you say that the bulk of people who have 
neither national service life insurance nor USGLI and who are en- 
titled to the $92.90 indemnity per month are currently receiving it? 

Mr. Rernmuru. Yes, sir; I would say the bulk of them are. 

Mr. Carnes. What percentage would you estimate who are not re- 
ceiving it, even though they are entitled to it? 

Would you say that figure would be 1 percent? 

Mr. Rewwmutu. I would not know for sure, on that basis. It is 
possible it may be 1 percent. ‘There are a number of cases where we 
cannot locate the beneficiaries. 

Mr. Carnes. You have a number of cases where the beneficiaries 
cannot be located ? 

Mr. Rernmutnu. That is right. 

We have to get them in a permitted class before we can pay. 

Mr. Carnes. That answers the question. 

We are merely trying to explore something here this afternoon with 
respect to insurance payments which have been made by virtue of in- 
service de: hes as of January of this year, the bulk of which involves, 
possibly, NSLI and some few USGLI policies. 

Is there any central place where you can determine whether or not 
those cases were adjudicated extrahazard cases ? 

Mr. Remnmutu. I am not positive about that; the insurance section 
makes that determination. 

Mr. Carnes. Does there happen to be anyone here who can answer 
that question ? 

Mr. Brrpsauu. I believe Mr. Gerardi can. 

Mr. Gerarpi. Yes; Mr. Carnes, I believe I would know that. 

The in-service deaths are here in the Washington office, they are 
determined in the Washington office, but there are others, of course, 
who die, you know, after service, in which the element of extrahazard 
is a factor. 

Mr. Carnes. Oh; yes. Well, of the 668 deaths, I was somewhat 
surprised—other than the 62 cases of which Mr. Knapp has referred 
to, and I have excluded those because the information provided us was 
not sufficient—but I have been surprised at the results of the informa- 
tion which the statistician poate for us to find that in the Navy 
there were 48 people who had some form of Government life insur- 
ance; in the Army there are still 88 to whom you paid some form of 
life insurance; in the Marine Corps there were 46, and in the Air 
Force there were 90. 

Now, I have here the names, the rates, the service number, and the 
amount of insurance which was paid by the Veterans’ Administration, 
pursuant to the information which you supplied the committee. 

There are 178 cases here where insurance is being paid by virtue of 
January in-service deaths, and of those 178 I think it would be ex- 
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tremely interesting to the committee if it could be done with a mini 
mum of administrative burden upon the Veterans’ Administration, 
to ascertain what percentage of these 178 deaths occurring in January 
of this year were determined to be extrahazard cases. 

The reason I think that question is germane to our consideration, 
Mr. Chairman, is that there has been a great deal of discussion 
throughout these hearings as to what would be the effect on people who 
have national service life insurance or USGLI insurance if a new layer 
or a new program of veterans’ benefits were put into effect, incorporat- 
ing social security on a contributory basis, and a new level of Veterans’ 
Administration benefits. 

It has been argued that those people who pay for their insurance 
should be entitled to the extra layer of benefits. By the same token, 
there has been some question as to whether or not they would be 
entitled, if the death claim was an extra-hazard death claim, because, 
in essence, the Federal Government would be provided the third layer 
of benefits. 

So, if the Veterans’ Administration could do that, Mr. Chairman, 
and if it meets with your approval, I would like to submit these lists 
which the statistician has prepared for us, and to have them show how 
many of these 178 cases were extra-hazard death claims. 

Mr. Bares. Can you obtain that information, Mr. Birdsall, sir? 

Mr. aeceaie Yes, sir. 

Mr. Knapp. Mr. Carnes, may I ask if those lists include the 62 
cases ¢ 

Mr. Carnes. No, sir; they do not include the 62 cases, there. This 
has been merely compiled, based on the information which you origi- 
nally furnished us. 

I might say that of these 168 cases, even in August, based on Janu- 
ary deaths, that lump-sum payments amounted to $1, $98,481.52, and 
the monthly payments being paid aggregated $13,560.5 

So, if you will do that, Mr. Birdsall, we shall prov $6 y you with these 
lists at the close of the hearings. 

Mr. Brrpsauu. Yes, sir. 

Mr. Harpy. Mr. Chairman, I would like to raise just a point here 
on this question of insurance coverage, as it relates to the 62 cases. 

As I recall it, there were 62 cases on which there was a finding of 
death in January 1954, but which actually represented deaths which 
had occurred some time previous to that? 

Mr. Knapp. Yes, sir. 

Mr. Harpy. I further understand that all those deaths occurred 
prior to the time of the effective date of the gratuitous indemnity 
program. 

Mr. Knapp. That is right. 

Mr. Harpy. All 62 of them? 

Mr. Knapp. Yes, sir. 

Mr. Harpy. That being the case, then, those 62 should be eliminated 
from all of the figures which we have here. Otherwise, it throws our 
percentage away out of balance. 

Mr. Carnes. I agree with you, Mr. Hardy. 

Mr. Harpy. So, instead of 668 cases, we should be talking about 608. 

Mr. Buanp. There is more than that. 

Mr. Carnes. 602 would be the figure. 

Mr. Harpy. Yes; that is correct. 
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Mr. Carnes. If there are others which represented deaths prior to 
January of 1954, they should be excluded also. 

Mr. Knapp. Yes, sir. Well, there are others, definitely. 

We cannot identify them if they involved a lump-sum settlement 
instead of the 36 installments, because that information would be 
listed as a lump-sum settlement, you see. 

Mr. Carnes. Yes; but would not those cases be fairly situated so 
as to be isolated ? 

When was the Gratuitous Indemnity Act passed? I do not have 
the legislative information available. 

Mr. Knapp. April 1951 

Mr. Carnes. As an observation, then, the people who were missing 
in action before April 1951 have only been declared officially dead as 
of January of this year. So, therefore, they had been carried through 
part of 1951, all of 1952, all of the year 1953, and into January of this 
year, on a missing- in-action status ? 

Mr. Knapp. Yes, sir. 

Mr. Carnes. Mr. Chairman, that gets back to a point which was 
testified to this morning where people missing in action continued 
to draw the allotment and continued to draw a portion of their pay, 
if circumstances warranted. 

Mr. Harpy. Yes; that, of course, was another problem, but for the 
purpose of having accurate figures which really mean something on 
this question of deaths which occurred during one month, if we could, 
we should eliminate all of the deaths which were reported in January, 
but which had occurred previously. 

Mr. Carnes. I would be more than willing to work with the Vet- 
erans’ Administration to try to exclude those, so that we could get as 
factual a presentation as we can. 

Mr. Harpy. The 62 cases which have been mentioned, very defi- 
nitely, should be taken off right now. 

Mr. Knarr. Would it be possible, Mr. Carnes, for the Department of 
Defense to reexamine its master lists to see, first, how those missing- 
in-action cases got on the list when they were not supposed to be? 

Secondly, is it feasible or possible for them to take those cases out ? 

Mr. Harpy. That might help. 

Mr. Knapp. They might have a place where they could be handled. 

Mr. Carnes. Mr. Knapp, judging from the cooperation which I 
received from the Department of Defense in the initial instance, I 
feel confident that can be done. 

Mr. Knapp. It might be simpler for all concerned, although we 
would do our best to see what we could do from our end to weed those 
out. 

Mr. Harpy. I should think you could very easily do that. 

Mr. Carnes. By the same token, Mr. Chairman, I think Mr. Hardy 
is exactly right, but I do not think that the percentage of the error 
or the little bit of error is enough to completely distort our factual 
presentation. 

Mr. Harpy. Well, I think when you get a block of as many as 62, it 
represents about 10 percent of the total. 

Mr. Carnes. On that group, I agree with you. 

Mr. Harpy. I suppose that the rest of them probably would not 
represent enough of a figure to make it particularly distorted. 

Mr. Carnes. No, sir. 
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Mr. Harpy. I think, insofar as we can, we should get the thing boiled 
down to a high degree of accuracy. 

Mr. Carnes. I can assure you, Mr. Chairman, that I shall be glad 
to work with them on this matter. 

Mr. Grerarpr. Mr. Carnes, may I suggest, since | probably will have 
to report the fact, that there is this review to be made of the extra- 
hazard cases, and since in order to determine that extra hazard, some- 
one is going to have to look at the folders. 

That is the only way to determine it. In line with what Mr. Hardy 
said, we can at that time throw out any case where the death occurred 
before January. 

Mr. Carnes. Do you mean of the 178 cases ¢ 

Mr. Gerarpi. Yes, sir; and also throw out any case oes death 
occurred after, although I do not know whether that could happen. 
In other words, just take that month in which death oc aio among 
this 178 listed, and give you a report on the extra-hazard situation. 

Mr. Harpy. If they were extra-hazard cases, the claimant has to be 
paid from the life-insurance appropriation rather than from NSLI 
funds. 

Mr. Gerarpt. Yes, si 

Mr. Harpy. Do you not have some separate bookkeeping on those 
specific cases which must be paid out of appropriations rather than 
the fund ? 

Mr. Gerarpt. Well, I doubt very much that you can find these things 
without relating them to the folder itself. 

Mr. Harpy. Someone certainly has to figure this information up in 
order to request appropriations; do they not? 

Mr. Gerarpr. We do not have the insurance information on this. 

Mr. Harpy. I do not know how in the world you can get an appro- 
priation to pay for these extra-hazard deaths unless you have some- 
thing to back it up, and unless you have the individual case to back 
it up. 

I do not believe the Appropriations Committee would go very far 
with you without that information. 

Mr. Gerarpt. We make the certification on these, Mr. Hardy. 

Mr. Harpy. You just simply make a certification, and the Appro- 
priations Committee accepts that without asking you for specifics to 
support it? 

Mr. Gerarpt. We give them our findings on the extra-hazard cases. 

Mr. Harpy. I understand that, but you simply give them a certain 
number of cases? 

Mr. Gerarpt. No; I think that we report it on a regular form show- 
ing extra-hazard information and determination. 

Mr. Harpy. Without some sort of a breakdown, I feel pretty sure 
the Appropriations Committee is going to make you furnish some 
supporting evidence. 

Mr. Gerarpt. Yes, sir. Well, of course, the folder speaks for it- 
self. I don’t think they examine it. 

Mr. Harpy. I am sure they do not do that. 

Mr. Bartrs. Do you mean to tell the committee that there is no 
separate list of these extra-hazard deaths ? 

Mr. Gerarpr. There may be a list, sir. 

Mr. Bares. There has got to be a list. 

Mr. Gerarpi. Well, I do not know that there is. 
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Mr. Bares. There has got to be a list for accounting purposes; you 
have to have it. 

Mr. Carnes. How were you reimbursed by the Treasury for those 
extra-hazard deaths? Were you reimbursed out of the NSLI fund? 

Mr. Gerarpr. We do it on the basis of a finding by a committee 
on the question of each individual case. There is an individual case 
finding, and we make a report of it as extra hazard, or non-extra- 
hazard death. 

Mr. Harpy. That is just my point. You have each individual case 
set up there. It is bound to be set up somewhere. 

Mr. Gerarpr. I am a little confused and concerned, Congressman, 
whether we can relate the list that you have here with reports which 
we may have. 

Mr. Carnes. Is there an actual transfer from the Treasury to the 

NSLI fund by virtue of the extra-hazard death ? 

Mr. Geraror. Yes, sir. 

Mr. Carnes. How often is that transfer made? 

Is it made on a monthly basis? 

Mr. Gerarpt. I think it is made on the basis of the total liability. 

Mr. Carnes. Do you not have to have some substantiating data in 
order to receive your total liability ? 

Mr. Gerarpr. The committee making the finding, Mr. Carnes, has 
available the facts contained in the folder, and they reduce that to find- 
ings which they have to report, and they send the original of that find- 
ing to the actuarial service. 

Mr. Harpy. I would be entirely surprised if the Appropriations 
Committee called on the Treasury Department to tell them the facts in 
order to support the funds which have been transferred to the NSLI 
fund, and the Treasury representatives simply handed them a sheet 
saying it amounted to so much. 

I think someone would be laughed right out of court. 

Mr. Gerarpr. I have not indicated that that is the way they do it. 

Mr. Harpy. I do not have any idea they do it that way. 

Mr. Gerarpr. I am quite sure that they make a finding, and it 
happens that I served on the committee many years ago, but, maybe 
we were operating on a different basis, but my recollection is very 
definitely that they stipulated the facts in each individual case, and 
reported them. 

Mr. Harpy. We are talking about something which no one here is 
really in a position to tell about, it seems to me, but I would feel pretty 
sure, Mr. Chairman, that there must be some specific time when the 
extrahazard death which occurred in January would be listed and 
reported either to the Treasury Department or the Appropriations 
Committee, one. 

Now, that information is bound to be somewhere. I do not know 
where it is, but unless it is available at some source, I think someone 
would have a lot of explaining to do. 

Mr. Brrpsauy. I think we should furnish that information for the 
record. 

Mr. Harpy. I should think that would not be too difficult to obtain. 

Mr. Reinmutu. When an extrahazard finding is made, it is made in 
duplicate in each individual case. 

One copy remains with the committee, and the other copy goes on 
where they are accumulated for a certain period of time, and the 
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vouchers may be handled monthly. I just do not know that operation 
from then on. 

Mr. Harpy. Those vouchers could actually be used as a list. 

Mr. Reinmutu. If they list the name on the voucher, in a way, we 
could identify them with the numbers we have there. 

Mr. Carnes. I might say that the committee representatives will be 
glad to furnish you with any additional information which will make 
the burden upon you lighter. We do not want you to have any more 
of an administrative problem in supplying this information than is 
necessary. We are certainly willing to do our share of the work. 

Mr. Rernmuru. These 62 cases are not on that list ? 

Mr. Carnes. That is right; these 62 cases are not on this list of 178 
cases I have here. 

Mr. Gerarpi. They include the extrahazardous cases—— 

Mr. Harpy. We are not concerned with them, because every one of 
those took place before the gratuitous indemnity became effective. 

Mr. Retnmuru. And if we can, we'll find the missing-in-action cases 
and maybe eliminate them on that list. 

Mr. Carnes. I might say in summary that the total disbursement 
by Veterans’ Administration, not including the cases you have subse- 
quently arrived at, that the total disbursements by the Veterans’ Ad- 
ministration both in lump-sum payments and monthly payments in 
order to provide survivor benefits for the one month of August, by 
virtue of the benefits, total $2,509,796. 

Those figures are practically meaningless, because part of the pay- 
ments are Tump- sum payments and the “others represent monthly pay- 
ments. But these are VA payments by virtue of January in-service 
deaths. The VA has actually disbursed around $1,500,000 in lump- 
sum payments and are disbursing over $1 million per month in 
monthly payments by virtue of the January in-service deaths. That 
is just one of the five programs administered by the Government. So 
it points up the magnitude of the amount required of the Federal 
Government to provide survivors’ benefits. 

Mr. Knapp. May I ask if the analysis you have prepared from 
data originally received will be related in the record to the supple- 
mental information which our reexamination brought out? 

Mr. Carnes. That is a very good point, Mr. Knapp. I would like 
to have permission of the chairman, as this is entered into the record, 
to revise and extend it in consequence of additional data furnished 
the staff. 

Mr. Bares. All right. 

Mr. Carnes. Primarily for the edification of the committee and 
for the record, we want briefly to review some individual cases sub- 
mitted to us. We realize some of those cases have been corrected, 
but I think it will have some interest to members of the committee 
and we will have some cases in the record to substantiate the com- 
mittee’s position. 

In order that we will not reveal the names of these veterans, I 
got together with representatives of the Veterans’ Administration 
and they have pulled these cases we will refer to. Do you have them 
there ¢ 

Mr. RernmutH. Yes. 

Mr. Carnes. The first case is a private in PV-2 of the Army, cur- 
rently receiving $181 per month in VA compensation, $92.90 in gratui- 
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tous indemnity, $94.80 in social security, or a total of $368.70, all paid 
ors atuitously by the Federal Government. 

This man’s active-duty pay and allowances was $203. 

The VA benefits are paid, $121 a month to the widow and 1 child; 
$92.90 gratuitous indemnity is paid to the widow. There is 1 
depe nndent father receiv ing $60 per month. 

He ‘re is another case of a private first class in the Army, currently 
receiving VA compensation of $210, social-security payments of $188 
per month, making a total of $398 per month being paid by the Gov- 
ernment. He also receives from the Federal Government the 6 months’ 
death gratuity, the social-security lump-sum benefit, the NSLI benefit 
of $10,000, making a total lump-sum benefit of $11,730.34. This pri- 
vate first class got benefits drawn in a lump sum of $11,730.34 and 
the beneficiaries, which included a dependent father and a widow with 
2 children, receive $328. 

I do not recall what is the gross pay of a private first class. Is 
there anyone present who knows the basis in the Kaplan table? | 
believe it is $210. 

Mr. Eckert. It is approximately $200. 

Mr. Carnes. The next case we have is a second lieutenant in the 
Army Air Force, and these are all gratuitous benefits. In lump sum, 
the survivor received $2,102.22; the VA compensation of $179 per 
month is paid; $92.90 gratuitous indemnity; $156,80 social security; 

aking a total gratuitous monthly payments received of $428.70. The 
survivor is a widow with three children. I do not know what the 
base pay of a second lieutenant is. 

Mr. Bares. Without objection, counsel will put the appropriate 
ficure in the record following the remarks on each individual case. 

Mr. Rernmutu. You said a second lieutenant in the Army Air 
Force. You meant in the Army. 

Mr. Carnes. I am sorry; I meant the Army. 

Then there is a case here of a sergeant in the Army which is case 
No. RA18185462. That man is receiving VA compensation of $150 
for a widow and 2 children. However, he received no Government 
insurance and no $92.90. What has been the subsequent contribution ? 

Mr. Rer~mutru. There is a $10,000 lump-sum benefit that has been 
established, and we are waiting receipt of satisfactory evidence. 

Mr. Carnes. Here is a case of where a wi low with one child 1 
drawing social security and yet not receiving any VA ienapeaetion. 
That is case No. RA06809438. Would it not appear that such a person 
would be entitled to compensation ? 

Mr. Rernmurnu. Very definitely. Would you like to have us check 
into that case? 

Mr. Carnes. No, sir. I realize you cannot check every case. 

Here is a private, first class in the Army receiving veteran’s com- 
oes of $60 a month; gratuitous indemnity of $46.45; social 
security of $48.30, making a total of $154.75, in addition to lump-sum 
payments of $6,694.40, of which $5,000 was insurance. 

Then we have another case of a sergeant in the Army, No. 
ER36934744, where the man is drawing VA compensation of $121 
a month. The FECA in making their report made this comment: 
This case appears to be pending and the beneficiary will draw $172.67. 

I wondered why the FECA case would be pending when the benefits 
under FECA are considerably more than under VA ? 
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Mr. Retnmutrnu. This widow remarried on August 24 and the claim 
for the child is pending. We have not settled that yet. This was an- 
other missing in action case. We paid the widow $289.90 a month 
from February 1951 through February 1954. The award terminated 
in March 1954. 

Mr. Carnes. The next case is a private, first class in the Army. It 
shows veterans’ compensation payment of $94 a month. That is made 
for two children: is that correct? 

Mr. Retnmutrn. Correct. 

Mr. Carnes. The deceased had an NSLI policy of $10,000 which 
was paid in a lump sum. Paid to that beneficiary at the present time 
the VA is only paying $94 per month; is that correct ? 

Mr. RetnmutuH. Correct. 

Mr. Carnes. The FECA people say no claim has been filed in this 
case, but prima facie evidence indicates a payment of $154.29 could 
be made for the 2 surviving children. 

I want to say there is a case where the person is getting $94 a month, 
but the FECA people report that prima facie evidence indicates those 
2 children are eligible to receive $154.29 per month. 

Here is another case of a private, first class receiving aggregate 
benefits of $264.05 plus having received a lump sum of $5,949.44. The 
point to be made here is that this $264.05 is a free gratutitous payment, 
while the total base pay and allowances of this man while on active 
duty was only $203. He left a widow with one child. 

The next one is a master sergeant in the Army whose pay we will 
insert at a later date, but it is less than $300. He is drawing $425.10 
per month in gratuitous benefits. He is drawing from the Veterans’ 
Administration $297 in VA compensation; $128.10 from Social Se- 
curity Administration and all social-security wage credits based on 
military service. The man left a wife, five children, and a dependent 
father. That isa very large family, but the fact remains that the cost 
of that benefit on a monthly basis is $425.10 when a master sergeant’s 
pay in the Army is something around $300. We will insert the ap 
propriate figure in ~ record. 

Next is a case of ¢ captain inthe Army. The VA is paying $239 
per month; social security is paying $100.20, making a total payment 
of $339.20. This man has a widow and three | ‘hildren and a de 
pendent mother. The FECA says that —— prima facie evidence 
this case would justify an award of $503.5 ( per month; yet that man 
is drawing $239 per month from VA aiid FECA says that no claim 
has been filed to date. 

Mr. Retnmurnu. That is another missing-in-action case and we have 
also paid now $10,000 insurance. 

Mr. Carnes. I will not correct these one at a time; I will correct 
them all at one time at a later date. 

But there is a case where a man who by prima facie evidence is 
entitled to $503.57 is currently receiving $239. 

Then there is the case of a private, first class in the Army, case No. 
RA17174023, where the beneficiary payment of $35 a month is made. 
I wonder if you would explain that case. 

Mr. Retrmutnu. That is being paid to a foster mother. There is 
a claim of a father, I do not know whether a foster father, or not, 
that is pending on appeal. 

Mr. Carnes. What about the $92.90? 
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Mr. Rewwmurtu. That is another missing-in-action case. His broth- 
er received $289.90 monthly beginning on November 2, 1950, with final 
payment of insurance in 1953. 

Mr. Carnes. For $10,000. That was payable in 36 months? 

Mr. Retnmurnu. Yes, sir. 

Mr. Carnes. If missing in action, of course the indemnity was not 
in effect; was it? 

Mr. Rernmorn. No. 

Mr. Carnes. I think this should be pointed out, that while the 
brother received the payment, you have a foster mother who cur- 
rently has established some dependency relationship, yet the VA is 
only paying this foster mother who did establish some dependency 
relationship to this deceased veteran, only $35 a month. 

Mr. Rerymurn. She may be increased to $60 if the father does not 
get it. I do not know what the delay is—whether it is a question of 
relationship, but each parent is entitled to $35 a month, or $60 for 
one. We have two claims and we must dispose of the claim of the 
father. 

Mr. Bares. That does not make it very easy to understand. He 
makes out a benefit to one and then we go ahead and pay to the foster 
mother, 

Mr. Retnmurn. He designated the beneficiary. 

Mr. Bares. Surely, he designated the beneficiary, but some of these 
are difficult to understand. 

Mr. Carnes. Here is a case No. A0878466. This is a second lieu- 
tenant in the Air Force. I might say that all of these are gratuitous 
benefits. He is drawing $60 a month VA compensation; $92.90 
gratuitous indemnity ; $144.90 social security, all social-security cred- 
its based on prior service ; $409.68 from FECA, making total monthly 
payments for this 1 case of $707.68. The $60 a month from VA is 
paid to a dependent mother and the $92.90 is paid to the dependent 
mother, while the FECA payments are made to his wife and 2 
children. 

The total benefits paid by the Government are $707.68 per month 
and lump-sum payment has been made by the Government, which is 
an additional gratuity, of $2,877.96. 

Another case is a second lieutenant in the Air Force where the VA 
is paying $60 in compensation; the beneficiary is receiving $125.90 in 
social security, only part of which is based on military wage credits. 
The FECA payment is $439.15, making a total expenditure by the 
Federal Government of $625.05 per month for this second lieutenant 
in the Air Force. Those drawing FECA are his widow with one 
child. The mother is drawing VA benefits. 

Then we have a case No. ER55009099, and the only thing that has 
ever been paid to any beneficiaries of any kind at all is the Army has 
paid $903.54 in a lump-sum payment. 

Mr. Rerinmutu. And we have settled the insurance. This is another 
missing-in-action case where approximately $10,400 is paid in 36 
installments. 

Mr. Carnes. The next case is one of an airman, first class, in the 
Air Force, who has drawn $10,000 insurance and the 6 months’ death 
gratuity in a lump sum of $1,465.02, making total payments of $11,- 
165.02 which has been paid his beneficiary in a lump sum. The bene- 
ficiary is his wife. 
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The FECA has commented that this man’s survivors would appear 
io be eligible for $154.92 per month, but no claim has been filed to 
date. 

The next case is a lieutenant in the Navy drawing lump-sum pay- 
ments of $3,232.62. Additionally he is drawing $92.90 gratuitous in- 
demnity; $110 per month social security, all of which was based on 
military wage credits, and FECA payments of $491.85. The survivors 
of this veteran are a wife with 2 minor children receiving $694.75 per 
month. 

The next case is a boatswain mate, second class, in the Navy, where 
the VA compensation is $208; gratuitous indemnity is $92.90; social 
security which is partly based on military wage credits is $104, mak 
ing total monthly payments which are made to his wife with 4 chil- 
dren of $404.90, However, the total base pay and allowances of this 
boatswain mate on active duty would be less than $300. 

The final case I want to cite for the committee is one which is a 
colonel in the Air Force, No. 1971A, where the VA compensation is 
$179 per month; social security is $128.10, making total payments 
currently of $307.10. The lump-sum payments were $5,083.56 for the 
6 months’ death gr: atuity and social security of $192, making total 
lump-sum payments of $5,275.56. The question is why no gratuitous 
indemnity where insurance has been paid in this case. 

Mr. Reinmutu. This case was evidently overlooked the first time, 
because the widow received a monthly payment of $44.80 per month 
under a United States Government life-insurance policy and that 
award was approved in March 1954, so it should have been recorded 
the first time. 

Mr. Carnes. The point in citing these cases is to reiterate the fact 
made yesterday afternoon that in the analysis of 668 cases made by 
your staff, Mr. Chairman, we noticed that 17 percent are receiving 
more than was the total base pay of the deceased, and 6.1 percent are 
drawing more than was the total base pay and allowances of the 
deceased. 

(Diseussion off the record.) 

Mr. Carnes. The chairman has raised the question of how we 
worked out the percentages when 117 cases were missing in action. 
These percentages were worked out on the basis of what information 
we had available and did not account for any of the 117 cases ex- 
plained this morning. 

Mr. Bares. In other words, they only include those who received 
full entitlement ? 

Mr. Carnes. Those percentages were based on information which 
we had available to us as supplied by all of the services we requested 
this information of, and it has not been corrected in compliance with 
testimony given here today by the Veterans’ Administration. 

Mr. Bares. But in those particular cases where certain figures were 
—s did you consider that as one of the cases, or eliminate it / 

Mr. Carnes. No. Perhaps as we get this supplemental data the 
percentage of people receiving more than was their base pay, or the 
percentage of the people receiving more than the base pay and allow- 
ances, may be upped. 

Mr. Bares. Of course it would be upped considerably, because you 
have many cases here where people are entitled to soc ial security and 
they are not getting it. 

55873—55——27 
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Mr. Carnes. That is true, or FECA cases where the payments are 
not paid. In figuring the percentages, we did not assume those pay- 
ments were to be made. 

Mr. Bares. That is the point of my inquiry, because those figures 
would not be accurate unless you just applied them to the ones that 
were completed, or made an estimate of what the entitlement was. 

Mr. Carnes. I am sure the chairman would appreciate. the very 
complex problem you would have in getting exact figures on these 
cases and the staff of your committee has tried to analyze those 168 
cases, 

( Discussion off the record.) 

Mr. Carnes. I have no further comments, unless some of the repre- 
sentatives of the Veterans’ Administration care to volunteer some 
more information. I think we should state again that this is not 
primarily a question of criticism of the Veterans’ Administration; we 
are merely trying to make a point and the point is that it should be of 
concern to this committee and the Members of Congress that some 
beneficiaries are not getting what they are entitled to. 

Mr. Harpy. And any appearance of criticism is purely coincidental}. 

Mr. Carnes. Yes. 

Are there any questions or any comments any one of you would care 
to make? 

Mr. Brrpsaui. Only this, that this experience in connection with 
proceedings of this committee is extremely helpful to the VA in ap- 
proaching its own affairs, as well as getting knowledge generally, for 
that matter. We hope to be of further assistance in working along 
with you. 


Mr. Bares. Thank you. 

Mr. Carnes. I have already expressed my appreciation to you for 
all the cooperation you have given me. Every gentleman here today 
representing your organization has certainly cooperated with me in 
trying to gather this information for the committee, and I do appre- 
ciate it. 

Mr. Bares. The chairman has previously expressed similar senti- 
ments, so there is no sense in reiterating it here today. 

If there are no further questions, the committee stands adjourned 
until 10 a.m. Monday. 

(The committee thereupon adjourned unti’ Monday, November 22, 
1954, at 10 a. m.) 
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MONDAY, NOVEMBER 22, 1954 


House or RepresENTATIVES, 
SELECT COMMITTEE ON 
Survivors BeneErirTs, 

Washington, D.C. 

The select committee met at 10 a. m. in room 445, House Office Build 
ing, Hon. William H. Bates (chairman) presiding. 

Mr. Bates. The committee will come to order. 
We have witnesses from the General Accounting Office present. 


STATEMENTS OF CHARLES E. ECKERT, LEGISLATIVE ATTORNEY, 
GENERAL ACCOUNTING OFFICE; AND LLOYD A. NELSON, ASSIST- 
ANT DIRECTOR, ACCOUNTING SYSTEMS DIVISION, GENERAL 
ACCOUNTING OFFICE 


Mr. Eckert. Yes, Mr, Chairman. 

Mr. Bares. Come forward and give your names to the reporter, 
please. 

Mr. Eckert. I am Charles E. Eckert, legislative attorney. I have 
with me Mr. Lloyd A. Nelson, Assistant Director, Accounting Sys 
tems Division. 

Mr. Chairman, before the testimony begins there are a couple of 
little items I should like to discuss, with the permission of the Chair. 
I should like to submit two additional tables which have been pre- 
pared. One is a comparison of civilian and military monthly retired 
pay; and one is a comparison of survivor benefits, civilian and mili- 
tary. I should like to submit those just for the information of the 
committee. 

Mr. Bares. Without objection, they will be incorporated in the 
record. 
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Mr. Bares. Is there any comment you wished to make on these 
charts, Mr. Eckert ? 

Mr. Ecxerr. No, sir; I do not believe I want to discuss them. 

Mr. Bares. They are self-explanatory ? 

Mr. Eckert. We felt there were some additional facets which might 
be of interest to the committee, and we have prepared these in table 
form. 

Mr. Carnes. You have prepared these to amplify that remark in 
your report that said, “This would only increase the disparity.” | 
think Mr. Teague questioned what you said by “disparity” between 
military retirement and civil-service retirement. Are these tables de- 
veloped to highlight those disparities? 

Mr. Eckert. That is correct, Mr. Carnes. Also, the other day there 
was a discussion on the availability of medical service to dependents 
of deceased members of the military services. If I recall my testi- 
mony was to the effect that all dependents of military personnel In- 
cluding retired personnel were entitled to medical services, but not 
the survivors. W e have looked into that problem and we find that 
the survivors of deceased military personnel are equally entitled to 
medical services. 

I think it should be clarified that all dependents are entitled to these 
benefits only on an available facilities basis, and the do pay a nominal 
amount. I think last year it was $1.75 per day in most of the services 
But they are entitled also to medical care. 

There was one other little problem discussed that I think we should 
like to mention, and that is the beneficiary classes. The Kaplan report 
and General Accounting Office have indicated that they felt the bene 
fits should be paid to widows, children and dependent mothers or 
fathers if no widow or children survive. We had some problems try- 
ing to attempt to secure a solution to that little area. We settled on 
the one which is in our report. 

We realize that there is a sound basis, of course, for also making a 
benefit payable to a dependent parent. We also felt that there was 
a good basis for paying a benefit to a surviving brother or sister if 
they were crippled or otherwise really a dependent. But there was 
one other element we felt probably was more serious, and that is in 
regard to children. 

That arises in this manner: Under the proposal the benefit would 
be paid to the widow based upon her status as to whether she had chil- 
dren or not. That might raise certain problems in the case where a 
man had children by a prior marriage. We feel that there is an area 
there that might present difficulties, in that there would be a question 
if the widow received the benefit that she might not feel she owed a 
duty to provide for those children by a prior marriage. In other 
words, that might be rectified by splitting the benefit; so much to 
the widow and so much to each child. Of course, it could be paid to 
the widow if she has custody of the children. 

We present that also for the consideration of the committee when 
it deals with this beneficiary problem. We feel that is very serious. 

Mr. Teacur. Are you going to run through these two charts for us? 

Mr. Eckert. I was not, unless the committee desired to. 

Mr. Treacue. I wish you would. 

Mr. Eckert. I would be happy to do it, Colonel. 
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We will take the comparison of civilian and military monthly re- 
tired pay chart, the short one. What we have done is to isolate grades 
in the civil-service classification which would approximate the monthly 
base pay plus rent and subsistence of the military. If you compare 
column 2 and column 6 you will find that we brought them as close 
as we could. 

The other columns present what they would get under the proposed 
plans. 

Column 3 shows the present benefits under the civil-service retire- 
ment benefit program, and column 4 presents the proposed benefit 
under the Kaplan Committee proposal. 

Columns 7 and 8 give you the military present benefits and the 
proposed Kaplan Committee benefits. 

Columns 9 and 10 are a comparison of present benefits showing the 
excess monthly military over civilian in dollars and the percentage of 
excess military over civilian. 

Columns 11 and 12 are a comparison of the Kaplan Committee pro 
posal. Column 11 shows the excess monthly military over civilian 
and column 12 shows the percentage of excess military over civilian. 

As you recall, the charts presented—— 

Mr. Teacur. Is there any way the Defense Department can come 
back and say, “That is not factual”? If you were here the other day, 
you know Mr. Kaplan and Captain Hoyt said it just was not so, 

“The military does not receive more than the civilians.” Am I correct 
in that statement ? 

Mr. Carnes. Yes, sir. He said there was no disparity. 

Mr. Traaur. We asked the question of Mr. Kaplan as a result of 
your statement in your report, whether he believed there was any 
basis for trying to give the military more than the civilians. He said 
they did not get more than the civilians. 

Mr. Eckert. Sir, these are taken from the statutes on pay. I do 
not know if anyone can finagle around and come up with any other 
answers. 

Mr. Tracur. If your figures are true and if the statement you made 
arlier is true, that they are entitled to medical benefits, then their 
benefits are considerably more than those of civilians. I do not know 
what percent of the military people take advantage of those medical 
facilities. 

Mr. Eckert. Of course, you understand this is only on straight pay. 
This does not include any additive benefits such as medical benefit 
or commissary provileges or things like that, that they have actually 
put a monetary value on. 

Mr. Tracur. Mr. Chairman, I would like to suggest that we ask 
the Defense Department to make comments on that. 

Mr. Harpy. I think it is important that we have them do it, because 
the fringe benefits you were talking about were increased. 

Mr. Ecxerr. Yes. I think this: Our only question here, as you 
know, is to what would be the proper comparable pay. As you noticed 
we have taken monthly base pay plus rental and plus subsistance to 
get at what might be considered to be comparable to the civil-service 
salary. Now, there could be a question there as to whether that should 
be less or whether that might be a little more, based upon these other 
benefits. We felt this was approximately what everyone would get. 
Some get flight pay, some get submarine pay, some get extra-hazard 
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pay. They would all reflect a little different picture, but we felt that 
it was fair to say that if you were going to compare civilian pay and 
military pay that you could take the base pay of the civilian, or the 
gross pay of the civilian, and compare it with the base pay of the 
military plus rental and subsistence. 

Mr. Tracer. I think there are probably a number of things, such 
as the moves the military have to make, that would justify some dif- 
ference, but when you get up to 37 percent, 34 percent, or 32 percent 
it seems to me that is a little high. 

Mr. Eckert. That was the point we were making. I do not know 
that we are in any position to say that the military are getting too 
much or too little, but we do have this feeling: Certainly recognizing 
these figures there is a serious question in our minds whether through 
a program designed now to cover the military into social security we 
should throw another layer of benefits on top of them so far as the 
retirement is concerned. 

Mr. Tracur. Mr. Chairman, I am going to suggest that we cer- 
tainly should get a comment from the Defense Department on this, 
and remind them of their testimony here a few days ago. 

Mr. Bares. Without objection the counsel will confer with the De- 
partment of Defense regarding these figures and ask for their com- 
ments thereon. 

Mr. Harpy. Mr. Chairman, I have a feeling that we ought to have 
the Defense Department analyze these charts in writing to see where 
they are inconsistent with their testimony. 

Mr. Bares. That was the suggestion the Chair made. 

Mr. Harpy. I did not so understand it. I am glad to hear that. 

Mr. Eckert. If we may move to this other chart, we have attempted 
here to compare the survivor benefits between the civilian and the 
military. The first four columns represent civilian deaths in line 
of duty. These are deaths that are traceable to the employment of 
the civilian employee. 

Mr. Tracur. In other words, they are covered by FECA? 

Mr. Ecxerr. That is right. And that is the purpose for setting 
them up. 

In the year 1953 only 213 Federal civilian deaths were in line of 
duty; or, in other words, were subject to FECA. I do not have the 
total number of deaths, but that would be a small percentage. I think 
it is roughly 1 percent. 

Mr. Netson. Less than 2 percent; 144 or 2 percent. 

Mr. Eckert. Less than 2 percent of the total deaths. 

The benefits are based upon 5 years, 15 years, or 30 years of service. 
Of course they are adjustable for each year of service, but we have 
attempted to portray these 3 series; 5, 15, val 30 years; for a widow 
only, and a widow with 2 children. The benefits are reflected in the 
columns under those headings. 

Mr. Bares. A widow with two children, Mr. Eckert? Is that the 
basis on which this is made? 

Mr. Ecxert. Yes. With 5 years of service this table shows that 
a widow only would receive, on a grade 5 employee, $14. If she had 
2 children she would receive $28. 

If the employee had been of the top grade, 18—I do not recall how 
many there are, but I know the committee realizes there are very few— 
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the widow would receive $46, and a widow with 2 children would 
receive $92. 

Compared to the comparable grades in the military, the widow only 
would receive for 5 years’ service—or, for any length of service, because 
they are payable regardless of the length of service—$125, and the 
widow with 2 children would get $317.10. 

Mr. Tracur. I am not sure I understand that. From where does 
she receive this money ? 

Mr. Eckert. Under the Kaplan Committee proposal—— 

Mr. Tracur. What about the present situation, which is what we 
are talking about? She does not receive any $125 today. 

Mr. Eckert. No. If killed in the service I think we could figure 
that up real quick. She would get $87. 

Mr. Carnes. Plus $92.90. 

Mr. Eckert. Plus $92.90 for 10 years. 

Mr. Carnes. Plus social security. 

Mr. Eckerr. Plus social-security coverage if they had any today. 

Mr. Nexson. Not for a widow only, until age 65. 

Mr. Carnes. If eligible; if she were 65. 

Mr. Ecxert. These figures on the civilian side would not change 
materially under the Kaplan Committee proposal, as I recall. 

Mr. Bares. You also have variations. I think we ought to study 
these other charts which have been submitted to us, to try to compare 
the figures. 

Mr. Eckert. Yes. There are many variations, of course. We felt 
this might be of help to the committee in its deliberations. 

Mr. Tracue. Actually the minority of the widows today get this 
$92.90. The World War I widows do not get it. The World War II 
widows do not get it. 

Mr. Bares. Then these figures vary, depending upon the age. 

Mr. Eckert. Yes. There are so many facets. Some of them cut 
off if they remarry, or cut off when the children reach 18. 

Mr. Bares. Social security is after 65. 

Mr. Eckert. There are many facets, of course. 

Mr. Bares. It is hard to take one of these figures and say, “This is 
a fair comparison.” 

Mr. Carnes. Mr. Eckert, do know whether or not the FECA bene- 
fits are based on a portal-to-portal concept of the Government’s 
obligation ? 

Mr. Eckert. You mean in deciding whether 

Mr. Carnes. It was a service-connected death. 

Mr. Eckert. No, I do not, Mr. Carnes. I do not know whether the 
fellow has to be at his desk or whether it starts when he leaves home. I 
think that is your question. 

Mr. Carnes. Yes. 

Mr. Eckert. I do not know that. 

As I say, I thought those charts might be of help to the committee. 
If we can do any further work along those lines we would be happy to. 

Mr. Bares. Under column 13, “Widow only,” under the Kaplan 
Committee proposal, that is $125, and after 65 would become $194, for 
an E-5. 

Mr. Eckert. Assuming that social-security figure is correct, that is 
right. Social security would be added to that after age 65 for the 
widow only. 
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I think that is all IT had. 

Mr. Carnes. Mr. Eckert, before we get into a consideration of that 
portion of the GAO report that deals w ith a new concept of paying sur 
vivor benefits, I wonder if either you or Mr. Nelson could recap for 
the committee what position your re port esse ntially takes with regard 
to non-service-connected survivors. That is the non-service-connected 
death. What should the survivors of those people be paid ¢ 

Mr. Treacve. First, would you tell us generally the present status of 
non-service-connected deaths ¢ 

Mr. Eckert. I think I would like to ask Mr. Nelson to chime in, if 
it isall right with the committee. 

Non-service-connected pensions, so far as a death which is non-serv 
ice-connected and on which a benefit might be payable is concerned, 
is Where the man has no rated disability—I think that those pensions 
are payable for World War I service and all prior wars. 

Mr. Nexson. That is right. 

Mr. Ecxerr. Could you add the figure, Mr. Nelson, or would that be 
different ? 

Mr. Netson. The monthly rate to the widow, as we have it here, is 
$50.40: a widow with 1 child, $63; and $7.56 for each additional child. 

This pension is payable upon condition that the survivors are not 
receiving an income from other sources in excess of $1,400 per annum 
for a widow and $2,700 for a widow and children. 

Mr. Tracur. All deaths in service, unless due to their own miscon 
duct or something, are considered service-connected, are they not ? 

Mr. Netson. That is right. 

Mr. Eckert. Yes; in the military service. 

Mr. Teacue. This is World War I and before you are speaking of 
now ¢ 

Mr. Eckert. Yes. These would cover the cases where a man has 
been in service and has gotten out of service, had no compensable dis- 
ability, and had no service connection, but the pension is payable. 

Mr. Tracur. You haye a distinction of a person dying of a service 
connection and a person dying with a service connection; is that right? 

Mr. Newtson. That is right. 

Mr. Teacur. With a service connection a widow of either Korea or 
World War II, if the veteran dies with a service connection, will re- 
ceive the same as a widow of World War I, regardless of any service 
connection; is that correct ? 

Mr. Netson. I would say this: The distinction is between a man 
dying in the service or because of the service. That is one group. 

Mr. Tracur. Right. 

Mr. Netson. That is the service-connected group. Then there is 
another group of non-service-connected who in the World War I case 
have widows and children who are entitled to pensions that are non- 
service-connected. 

Mr. Tracur. That is, all widows? 

Mr. Netson. Yes, of World War I. 

Mr. Eckert. I think there is one refinement. If they are in peace- 
time it is 80 percent of the wartime rate. 

Mr. Nevson. I think that relates to the compensation for service- 
connected claims. 
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Mr. Bares. Inservice compensation. That is sort of a strange posi- 
tion, when you recognize the fact that all World War II widows in 
non-service-connected instances collect nothing, and those of World 
War I do collect. 

Mr. Nexson. That is right. 

Mr. Bares. How many veterans do we have today ? 

Mr. Teacur. World War I was the war to end wars, 

Mr. Netson. We have about 3.3 million veterans of World War I 
and something over 20 million as a total veterans population. 

Mr. Carnes. Mr. Chairman, I saw Mr. Birdsall raise his hand, if 
you will permit a clarification. It may be, if you will permit, that 
he may have something to inject at this time. 

Mr. G. H. Brrosauy (Assistant Administrator for Legislation, Vet- 
erans’ Administration). I do not have much to inject. Just to be 
certain, I think Mr. Teague’s thought was related to World War II 
and Korean veterans. If there is a service-connected disability, re- 
gardless of the percentage evaluation he dies of, non-service-connected 
cause, the pension is also provided to the widows and children. 

Mr. Tracue. Is that the same pension that the widows of World 
War I with no service connection get ? 

Mr. Birpsaux. That is right. 

Mr. Bares. It is the same pension system ¢ 

Mr. Birpsautt. The same rates. 

Mr. Bares. The same rates. 

Mr. Ecxerr. The only basic difference is that for World War I 
and prior years of service they all receive the pension. For World 
War II service there has to be a service-connected death or a rated 
disability at the time of death. 

Mr. Newson. For example, Mr. Chairman, if the World War IT 
man came out of the service with an injury to his hand that was rated 
10 percent, let us say, and then he dies of a heart attack sometime, that 
is not related at all to the i injury to the hand, the widow in that case 
would be entitled to a pension, a non-service-connected pension, in es 
sence. So would the children, if there be surviving children. 

Mr. Bates. Do we not currently get into the service about 50 per- 
cent of those eligible? In other words, as you approach the draft 
age you can figure that about half of them are taken. I think the 
ficure was something like 1.6 million who become of age each year, 
and around 800 000 would become e sligible for the service. That would 
mean over the long run we are going to have a tremendously high per- 
centage of widows who will be entitled to benefits, if we are to ¢ arry 
out the basic policy established in World War I. 

Mr. Eckert. I think that was one of the points we brought up in 
our report, that this committee should well consider: The future 
number of veterans that these programs might apply to. 

As we liave indicated here, there are 3.3 million World War I 
veterans living and approximately 20 million veterans today. With 
a program as you have indicated there will be people entering and 
leaving the service. It would be hard to put a finger on the number of 
veterans, 

Mr. Tracue. What percentage of those are married? Do you have 
any figures ¢ 

Mr. Eckert. The military might be able to supply that. 
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Mr. Carnes. Mr. Nelson, it looks as though every time you all have 
appeared we have sort of squeezed you on the time schedule here. 
However, the committee is very interested in proceeding on to an- 
other point, 

We want to pursue that part of your report as to the recommenda- 
tion that deals with paying VA compensation according to brackets 
of service for both enlisted people, officers and higher-grade officers, 
as stated on page 1-3 of your report. 

This is a new concept of approaching survivor benefits, and espe- 
cially a new concept for the VA approaching survivor benefits. It is 
somewhat in the same category as Mr. Ketchum’s proposal, of the 
VFW. He presented a new concept. 

I would appreciate this morning your explaining this to the com- 
mittee—and we will have to restrict this to possibly 10 or 15 min- 
utes—as to what was the thinking of the General Accounting Office 
that caused the evolution of this new concept. 

Mr. Netson. Let us say this: Historically the veterans’ compen- 
sation program has paid rates that made no distinction with respect 
torank. Second, the current social security program does make a dis- 
tinction according to earnings during the covered employment period. 

The Kaplan Committee proposal | indicated that all military per- 
sonnel would be put under the social security system and by so doing 
they were in effect recognizing rank in the payments that would be 
made under the social security system. By reference to table 3 in 
our report we have indicated there the Kaplan Committee proposals 
with respect to wage credits for each pay grade, and have indicated 
the OASI payments that would be made to a widow only, widow with 
1 child, and widow with 2 children. 

By examination of that table it will be observed that the OASI 
and compensation payments combined do climb until they reach the 
inaximum, based on the wage credit, to $350 per month. There is 
recognition, therefore, under the social security system, of rank, 
because of the differential in wage credits based on rank. 

Accordingly the survivors who are paid out of the social security 
funds would have a smaller monthly income in the lower rank and a 
higher monthly income in the higher ranks. We felt that possibly 
the final approach would be to adjust the compensation rates to rec- 
ognize some variation in rank, but not the wide range of variation 
contemplated by the Kaplan Committee report. Accordingly, after 
much discussion of the problem we finally agreed to recommend to 
the committee that there be three breaks in the compensation rates, 
namely, $100 a month for all enlisted grades, $125 a month for war- 
rant officers, all grades, and for officers of grade Q-1 through O-3, 
and that officers of grade O-4 and above be given $150 a “month. 
Those rates, added to the social security rates, would provide the 
income indicated in table 3 of our report. 

Now, in many of these lower grades—and in the lower grades partic- 
ularly—the rates reflected in our table No. 3, including the 1954 amend- 
ments to the Social Security Act as related to the aplan proposal, 
which is described in our table 2, there is not too wide a variation 
between our proposal and the Kaplan Committee proposal. The varia- 
tion becomes more pronounced within the top officer grades. 

Mr. Eckert. If I might add, I would like to say we discussed this 
and we have recommended this particular pattern. That is not to 
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say the General Accounting Office is opposed to the Kaplan proposal, 
or the historic theory of a uniform benefit. We have submitted this 
in the light of a recommendation that here is another element or facet 
that might be considered by the committee and one we think would do 
justice to both of the present proposals, 

Mr. Carnes. Table 3 is primarily a summary of your recommenda 
tions in dollars and cents / 

Mr. Eckert. That is correct. 

Mr. Carnes. Mr. Nelson, let me ask you a question: Quite a bit of 
testimony has been pressented to the committee trying to show that the 
career people perhaps deserve a little more attention than the non- 
career people. Under your proposal a private that comes into the 
Army and stays 2 days and dies, or gets killed on active duty, would 
leave to his beneficiary widow $100 under the VA compensation 
payment. 

Mr. Nevson. That is right. 

Mr. Carnes. By the same token, a career man who had given 
25 years and perhaps achieved the rank of master sergeant or first 
sergeant, his beneficiary would received only $100, so you have in no 
sense made any provision for that, have you 4 

Mr. Nevson. No. 

Mr. Carnes. By the same token, some of the chiefs in the Navy 
are people who are career people, yet all enlisted people in your bill 
are packaged into this $100 group. 

Mr. Nexson. Yes. 

Mr. Carnes. Then you go on with the warrant officers and the 
junior-grade officers to the $125, and then to the senior grade you go 
to the $150 bracket, so to that extent you have not given any considera- 
tion to career personnel versus the noncareer personnel. 

Mr. Nevson. On the surface that would seem to be right. Let us 
say, however, that the career man probably does not stay in E-1 too 
long, or E—2, that he moves up if he is seeking to be a career man. In 
part that is recognized there by his increased wage credit and the 
higher payment under the social-security system. 

‘Let us say in the course of our thinking we also toyed with the 
idea that an adjustment might have been made in the service com- 
pensation rate based upon le ngth of service. That would be a pos- 
sibility. However, we also recognized that what was being sought 
by this committee was as simple | a plan as possible and therefore if 
we added another aspect to it, length of service, to adjust the com- 
pensation rate we were building into it another feature that took it 
away from the simplest plan possible, but that would be for consid- 
eration here. 

Length of service—+ years, 6 years, 8 years—might be a factor in 
increasing service compensation rates. 

Mr. Carnes. You may proceed with your presentation here. 

Mr. Ecxerr. I think you might consider possibly moving the ad- 
justable figures down to where the military might say that the enlisted 
men might retire in E-5. Maybe we did not make the break at the 
proper poet Maybe the break should be made at different grades 
here, Mr. Carnes. I assume the only man who would retire at E-1, 
or E-2, would be some sergeant that got broken the day before he 
was to retire. Generally speaking, he would be up in the higher 
enlisted classifications. 
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Mr. Nexson. I think we would agree there should be some adjust- 
ment between grades. Our approach to it was a three-way break. 
It may well be, as Mr. Eckert indicated, the break should be different, 
or more pronounced than we have made it. 

We also were recognizing historically the compensation program 
for veterans throughout many generations had not recognized the 
clistinction in rank, If that tradition were to be completely forgotten, 
as I believe the Kaplan Committee proposed, and if that were to stand 
up successfully, then a range could be built into this that recognized 
each change in rank. We thought it would be probably more likely of 
adoption if it went on a range of rank rather than each rank. 

Mr. Carnes. With regard to your major proposal, interpreted i 
dollars and cents on table 3, do you think a large number of vistiple 
under your proposal would receive less than is currently available 
under the VA law and currently available through social security 
and the gratuitous indemnity ? 

Mr. Newtson. It is a very difficult question to answer. First, be 
cause currently they are receiving social security based upon commer 
cially earned credits plus $160 a month. That is a factor in 
determining today how much they get from social security. Under 
the Kaplan Committee proposal—and we have endorsed it insofar 
as social security is concerned—they would get a full credit for social 
security. They would be interpreted as being fully insured the day 
that they entered the service. Therefore, social-security payments 
will be higher under this proposal, generally speaking, than they will 
under current law. 

The service compensation proposals here are, I believe, generally 
somewhat lower than the combination of compensation and indemnity 
as paid by the Veterans’ Administration, so the one is higher and the 
other is lower, and the one here under consideration does run for the 
full period of need, until the children are 18, rather than being cut 
off at the end of the first 10 years. 

Mr. Carnes. To actually save some money was not one of the pri- 
mary objectives you had in the back of your mind in devising this 
table? 

Mr. Netson. No, sir. 

Mr. Carnes. It is questionable in the long run whether it will save 
any money at all? 

Mr. Netson. It may be questionable. I think if you are considering 
the question of economy of programed costs, then his proposal and 
the Kaplan Committee’s proposal and existing law all seem to be in 
need of study to determine what the costs are. 

Mr. Carnes. The only point I was establishing was your approach 
was not taken with the idea of trying to effect economy / 

Mr. Netson. No. I think that our approach here was to consider 
what the beneficiaries were to receive that would seem reason: ble, and 
provide them with reasonable compensation for the serviceman’s death 

rather than anything with regard to overall savings in the Federal 
budget. 

Mr. Carnes. Were you trying to save some administrative costs by 
the approach ¢ 

Mr. Netson. Yes. These would, I think, save some administrative 
costs. 
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Mr. Eckert. Tied to that, we considered the Kaplan Committee’s 
report or proposal of ultimate benefits that would be received by the 
beneficiary on the basis of having made a study, a recent study, that 
this is what they felt should be paid to survivors. We have tried to 
keep in line with that. We have aot attempted to cut down benefits 
for the sake of cutting down benefits. We feel strongly that the ad 
ministrative savings could be made. We have suggested to the com- 
mittee areas in the benefit programs which could be eliminated, or 
which we feel Congress might take another look at to see whether 
they should be continued in the future. Those types of things would, 
of course, present savings, but in arriving at our recommendations on 
this survivor program we were not primarily concerned with saving 
dollars on the program costs. 

Mr. Newson. Let me add this, if I may, Mr. Carnes: We did 
point out on page 1-4 of our report that our proposal did recognize 
in the first 4 grades, E-1 through E-4, that the widow and 2 chil 
dren would receive a greater benefit per month than was the man’s 
pay while alive. That gave us some trouble because that was one 
of the problems that I think the committee was facing, that is, shall 
we pay the survivors more after the man dies than we paid the man 
and family while the man was alive? 

Mr. Carnes.. Likewise, the Kaplan Committee proposes to pay the 
man in the lower grade more than what his full base pay was. 

Mr. Netson. Yes, and we went along with that aspect of it in the 
lower grades. 

Mr. Eckert. However, that is one of the bases, Mr. Carnes, that the 
committee should be aware of, that our recomme eee ion is all of these 
programs—assuming we do come up with this type of program—be 
adjustable to increased social-security benefits, or other benefits as 
they may arise, because if we do not make that adjustment—and take, 
for example, either the survivor benefits or the retired pay—as social 
security over the years may increase, we may again find PareaTa ee in 
the position that more classes will go over the active-duty pay, or the 
military retired personnel may well receive in future years an amount 
equivalent to their active-duty pay. Those are the things we based 
our recommendations on—that any program be subject to adjustments 
for increased benefit for other programs. 

Mr. Carnes. Mr. Nelson and Mr. Eckert, the committee certainly 
wants you to have an opportunity to give us any further information 
with regard to your proposal other than what you have presented this 
morning. We are not in any sense trying to cut this short. We want 
you to take : any time, additional time, you need, to amplify anything 
in your report, or make any comments you desire on these tables. 

Is there anything further you would like to highlight with regard 
to your proposal ? 

Mr. Eckert. I would just like to mention this one thing: We have 
recommended—and we touched briefly on it this morning—that the 
Congress primarily reconsider its obligation to the service personnel. 
That fact is brought out on page 6 of our report, and in the Acting 
Comptroller’s letter. We feel first there should be a determination as 
to the extent of the Government’s obligation to its service personne] 
and their survivors, whether it is limited to service-connected death, 
causes resulting from active service, or whether the program should 
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be designed to carry out the past programs where pensions are paid 
for non-service-connected deaths. We raise that question particu- 
larly in the light of the present situation, which has seen the advent 
of a social-sec urity program for all citizens generally, and these vari- 
ous other types of benefits, We believe that is one serious question 
this committee must consider. 

Mr. Carnes. I believe the Comptroller’s letter and this accompany- 
ing report have previously been inserted in the record, so it is not 
necessary to do that at this time. 

Mr. Nelson, do you have any further comments ? 

Mr. Netson. The pension programs administered by the Veterans’ 
Administration, the non-service-connected programs, were in effect 
a long time before the Social Security Act came into being in 1937, 
and the railroad retirement system about that same date. There may 
have been valid reasons, let us say, for having a non-service-connected 
pension program prior ‘to 1937 on the theory you were going to pro- 
vide these particular people with a pension at retirement age. 

However, the social-security system did come along and has been 
expanded in two respects steadily, (1) to increase the number of 
people covered by it, and (2) to increase the rates paid through that 
system. 

At the present time, therefore, we find according to the Veterans’ 
Administration’s tables that the system is costing about $400 million 
a year in 1952 to almost $600 million in 1954. It will, of course, con- 
tinue to climb, particularly with respect to the 3,300,000 World War I 
veterans who themselves may become eligible, or whose survivors may 
become eligible for payments under the pension program. These pay- 
ments are in addition to any social-security or railroad-retirement 
benefits. 

Mr. Carnes. At some subsequent date, 20, 30, or 40 years hence, 
that same situation with regard to World War II beni fits will or may 
pyramid to even a greater degree; may they not ? 

Mr. Netson. Of course, to make it pyramid would require legisla- 
tion to put the World War II men in the same position as World War I 
men are in today. 

Mr. Carnes. But even to a greater degree if that were done? 

Mr. Eckert. Legislation is not available at this time to pay that 
type of pension to World War II veterans or their dependents. 

Mr. Carnes. We realize that. 

Mr. Nevson. Pressures will be on to provide the same benefits for 
World War II veterans and Korean veterans. 

Mr. Carnes. You were pointing out there the increase in cost of 
providing the pension benefits to World War I veterans. 

Mr. Netson. That is right. 

Mr. Carnes. The point I was making was that if such a law were 
in effect, applicable to World War II ‘veterans, you would have the 

same degree of pyramiding, only to a greater degree because of the 
lar ge number of people who would be covered. 

Mr. Netson. A much larger group of people would then be cov- 
ered; that is right. The costs would be very substantially higher than 
they are now. jag 

Mr. Ecxerr. Of course, that could be rectified, too, I think, by 
tying it into possibly a ceiling which would recognize anv social- 
security benefits that those people would or might get in the future. 
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In our report on page 6-2, we point out that the House hearings 
under the Appropriations Committee had some information in there, 
some statistical data in detail, and recommended monthly ceilings 
which would come into play in adjusting those benefits. 

Mr. Netson. They were suggesting here that the total amount might 
be fixed by law and if you did not get that much social security you 
would have the difference made up out of a pension, but not to pay 
the complete pension in addition to whatever social security the man 
would have. 

Mr. Harpy. I want to ask the gentleman something about table 3 
in your report. 

I want to discuss the approach to your system. 

You have 3 steps of compensation rather than 1, which is the cur 
rent philosophy ¢ 

Mr. Ecxerr. That is night. 

Mr. Harpy. The second part of your survivor benefit is indemnity. 
In other words, your program is broken down between compensation 
and indemnity; is that correct? You accomplish the indemnity fea- 
ture through social security; is that correct 

Mr. Netson. You might say that. We are really attempting to 
accomplish the indemnity in the present Veterans’ Administration 
compensation system through service compensation and then building 
social security on a fully contributory basis. 

Mr. Harpy. What you have done in effect is to preserve the theory 
of two types of benefits. One is service compensation, which is com- 
parable to the existing Veterans’ Administration compensation. 

Mr. Netson. All right. 

Mr. Harpy. And the other is indemnity, which presumably is a 
combination of the existing social security, FECA, and the gratuitous 
indemnity ; is that about the general approach to it 4 

Hr. Netson. You might say it that way; yes. 

Mr. Harpy. And what you have done further is to adjust your wage 
credits to accomplish the adjustment i in indemnity; is that right? 

Mr. Ecxerr. I think that, is in effect, right. In other words, we 
felt that your adjustment by rank is taken care of by the wage credits 
under the social-security system, or a certain portion of it. 

Mr. Harpy. So you preserve the features of the present Veterans’ 
Administration compensation, although you have varied it a bit and 
combined your tots a benefit program with an indemnity program 
approach through a selective means of wage credits made applicable 
through social security. Then you come up with a total program 
which combines the two features, compensation and indemnity, 
through existing agency approaches. 

Mr. Eckert. I think that is a correct statement. 

Mr. Harpy. Well, now, at the present time the gratuitous indemnity 
program is operated in the Veterans’ Administration. -The only ad- 
vantage that would accrue to a service personnel because of social- 
security wage credits is in the event there is a combination of social 
security before service, or after he gets out of servic?: is that right? 

Mr. Eckert. No, sir, not for survivors: because once you start him 
in social security you give him an immediate starting date when he 
goes into social security and he is immediately entitled to the benefit. 

Mr. Harpy. I understand that. 


55873—55——_2 
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Mr. Eckert. He has no other coverage. 

Mr. Harpy. Insofar as this list of benefits here concerned, about the 
only thing I am trying to get at is this: The same type of approach 
could be developed through the existing indemnity program. 

Mr. Eckert. Yes, indeed. 

Mr. Harpy. As well as through social security, except for the fact 
you would not have social security credits for private employment. 

Mr. Newson. Yes. 

I think it would be entirely feasible to develop a compensation 
program that would recognize the number of dependents, and so forth, 
the same as social security does, and to do it by rank, let us say, to 
arrive at the base total monthly payments through the Veterans’ Ad- 
ministration only. ‘That, I think, would be feasible. 

Mr. Harpy. Strictly through appropriated funds? 

Mr. Neuson. Yes. I think then you would be faced with another 
problem that I think is serious enough to question that approach. 

Mr. Harpy. Probably so. 

Mr. Netson. And that is, first, let us say, in a time of emergency 
you bring in men who are 25 to 45 years of age, who already have 
social-security protection from commercial employment, and then we 
are to pay them a veterans’ compensation payment that would give 
the survivor, for example, $250 a month, that same private may well 
have social-security protection and pay his widow another $150 a 
month purely from commercial credit. 

Mr. Harpy. Then you would have to throw in another gimmick 
saying that if you collect this, you cannot collect social security, or if 
you collect social security, you cannot collect this. That is the prob- 
lem you are throwing out. 

Mr. Nextson. That is the problem. 

Mr. Eckerr. You get back to providing that same ceiling and 
making it adjustable to the other benefits that might be derived from 
the other programs. 

Mr. Harpy. Mr. Chairman, at least I have arrived at one pre- 
liminary and highly tentative conclusion, and that is, any program 
we develop has to consist of two parts at a minimum. One is com 
pensation and the other is indemnity. How we proceed from there 
I do not know. It seems to be universal in all the testimony we 
have had that we must retain the indemnity, the insurance indemnity 
features, and also we must retain the compensation feature. 

Mr. Bares. The tentative remarks of the gentleman are in the 
record. It gets back pretty much to what we have been discussing 
all along. Just what we can do about it is still the problem ahead 
of us. 

Mr. Eckert. I think that both our recommendations and the Kap- 
lan Committee proposed it in basically two elements, whether you 
call it indemnity or compensation. I do not know the answers. They 
recognize these two facets. 

Mr. Bares. The OASI credit, the $160 a month, as originally con- 
strued, was not for inservice benefits. It was more a continuity 
of what was happening outside. 

Mr. Eckert. To preserve his continuity. 

Mr. Bares. To preserve primarily a right he had on the outside 
which was denied to him because of the service into which he was 
called. Whether we should have some sort of a suspense with credits 
with OAST outside the service and keep all this OAST outside the 
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benefits of the military survivors is a point that Mr. Hardy has been 
directing his attention toward for a few days. 

Mr. Eckert. I think it is a very serious one. There is no question 
that such a program could be evolved, but here you have a situation 
where you are going to be drawing men into the service constantly 
for relatively short periods of time. I forget the percentage, but 
it is a very low percentage that stays in of career personnel. Those 
are the men that you attempted in the $160-credit situation to pre- 
serve their coverage, but if they are all going to have social secu- 
rity—and I think based upon the 1954 amendments we have to assume 
most everyone is going to have it—then the easiest way to approach 
this continuity would be to make the social secur ity - plicable more 
so, and a man, be he 18 years old when he starts, or be he 35 or 40, 
he continues during his term to be in covered eee ; 

Mr. Bares. The question at the moment is whether it should -be 
continued for the purpose of paying benefits while in the service, 
or a ¢ juestion of continuing those so we have the advantage of that 
continuity after he gets out. Whether you should wed an outside 
program ‘with an inservice one and promote the ridiculous situation 
of this six-quarter requirement, and things along that line, is some- 
thing that has to be reconciled. 

Mr. Harpy. With regard to a man coming into the service with 
social security, to follow your table for inservice benefits, they would 
exceed the benefits which would accrue exclusively from social 
security. 

Mr. Eckert. Yes. 

Mr. Harpy. So if a man who was covered by social one comes 
on actual duty in the military service were required to relinquish 
any claim on social security for his period of active military duty 
because of the fact he would have greater benefits occurring- 

Mr. Eckert. The only problem is, you raise so many more problems. 
What happens to all the money he and his employer have put into the 
social-security fund in this period of covered employment before he 
went into the service / 

Mr. Harpy. What happens if he did not have quite enough quarters 
to be covered? 

Mr. Eckert. You are speaking of a man that might have had 10 
vears in there ? 

Mr. Harpy. It is possible. 

Mr. Ecxerr. There are so many of those factors that have to be 
considered in this overall program. 

Mr. Harpy. What happens if he dies before he collects and he does 
not have any survivors? His estate does not get it. 

Mr. Bares. Are there any further questions? 

Mr. Netson. That is the insurance feature of OAST. 

Mr. Harpy. We just put another little insurance feature in there? 

Mr. Netson. That is right. 

Mr. Bares. We have some more witnesses this morning. Are there 
any more ee a Do you have any further suggestions to make? 

Mr. Ecxerr. I do not think so, Mr. Chairman. 

Mr. Bares. We certainly want tothank you. I think that you have 
complicated this thing a bit, but in the process of doing it I think you 
have stimulated our thinking on it. I think we are getting into the 
various facets that we must if we are going to come up with a well- 
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rounded decision on it. We will be calling on you from time to time. 

Mr. Eckert and Mr. Nelson, we appreciate all the assistance that 
you have provided the committee. 

Mr. Netson. We thank you very much. 

Mr. Bares. The disabled veterans representatives will please come 
forward and give their names to the reporter for the record. 

Mr. Carnes. After this, Mr. Chairman, we are to hear from repre- 
sentatives of the Air Force, if we have time. We are running a little 
late this morning. 

Mr. Bares. That is nothing unusual. 


STATEMENTS OF OMER W. CLARK, LEGISLATIVE DIRECTOR FOR 
DISABLED AMERICAN VETERANS ASSOCIATION; AND CICERO F. 
HOGAN, DIRECTOR OF CLAIMS FOR DISABLED AMERICAN 
VETERANS 


Mr. Ciark. Mr. Chairman, and members of the committee, I am 
Omer W. Clark, director of legislation for the Disabled American 
Veterans Association. The gentleman on my left is Mr. Cicero F. 
Hogan, director of claims, for the Disabled American Veterans Asso- 
ciation, which position he has held for the past 21 years. 

The subject which is before the committee this morning is a complex 
one and I want to say that the Disabled American Veterans as an 
organization did not have an opportunity to consider this question 
at its last national convention. However, in an effort to be helpful to 
the committee, we have considered the Kaplan report among the 
members of our staff and since the subject matter is one which Mr. 
Hogan is most closely connected with, I have asked him to prepare a 
statement and present it to you at this time. And with your per- 
mission Mr. Hogan will read the statement and if it meets with your 
pleasure, have it made a part of the record. 

Mr. Bares. Thank you, Mr. Clark. Mr. Hogan, you may proceed. 

Mr. Hogan. Mr. Chairman and gentlemen of the committee, I 
would like to correct the last part of Mr. Clark’s statement. I have 
not been the director of claims for 21 years. I have been an employee 
of the Disabled American Veterans Association in the capacity of 
service officer and for the past 5 years, I have been the director of 
claims—for 51% years, director of claims of the veterans organization. 
It has been a long, slow march up to this job. 

The Disabled American Veterans appreciates the invitation to 
appear before this committee and to participate in the general subject 
of survivor benefits now granted to members and former members of 
the Armed Forces of the United States. We hope that we may be 
able to contribute something of value to this committee, based upon 
our experience and intense interest in the problem reported on by the 
Kaplan Committee. We must speak as individuals, however, as we 
approach you with no authority or mandate from the DAV to approve 
or disapprove any of the recommendations of the Kaplan Committee. 

The Disabled American Veterans as an organization is primarily 
interested in the welfare of the serviceman, enlisted man or officer, who 
was wounded, gassed, disabled, or diseased as a result of his active 
military service in the Armed Forees of the United States during 
time of war and in the widows and dependents of those men who were 
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killed in action or who died as a result of their service incurred and 
service-connected disabilities. We have in the past confined ourselves 
to the problems of the war disabled and his dependents. We have 
established a reputation of being a one purpose outfit. We find we 
have plenty to do. 

We must confess that a study of the Kaplan report left us with the 
impression that this Committee—the Kaplan Committee—was pri- 
marily interested in seeking long-delayed legislation that would pro- 
vide some protection to the survivors of the career personnel of the 
armed services. 

We noted carefully that the Kaplan Committee report stated that 
their “recommendations are not intended to cover the entire scope 
encompassed by present benefits” and that they were instructed to 
“make a comparative study of all retirement systems for all Federal 
personnel.” Asa result, the report states : 

The Committee is not authorized to study other systems which do not directly 
affect Federal personnel. Consequently the Committee’s proposals are limited 
to active-duty personnel with no recommendations made with respect to veterans 

It is apparent, however, Mr. Chairman, from our attendance at 
previous hearings, this committee desires our views on a much broader 
scale, including perhaps the entire benefit program established by 
laws for the members and former members of the Armed Forces of 
the United States and such laws being administered by the Veteran’s 
Administration and other Federal agencies. It is a big order. We 
will do the best we can. 

At the outset, and because we are of the honest opinion it attempts 
to remedy a situation which we believe is the crux of the Kaplan 
Committee investigation and report, we wish to subscribe whole- 
heartedly to the proposal of the Kaplan Committee “to extend to the 
uniformed services the same concepts of sound pension”—I use the 
word “retirement” which I think is perhaps a better word—*policy 
that prevail for civilian employees in the Government and in private 
industry.” Why has this been so long delayed? Without comment 
may we quote a single sentence paragraph which appears in the 
Kaplan report on page 13 under the caption “Financing.” 

The uniformed-services retirement system has always been noncontributory 
and without advance accruals or funding. 

Our immediate interest in this problem stems from our personal 
knowledge and contact with tragic cases of widows and dependent 
parents of officers and enlisted men of the armed services being left 
without any financial benefits—in spite of the fact that the career 
husband was retired with a disability which rendered him unfit for 
further military service. Not possible? Let me quote a case recently 
brought to our attention. 

I have the permission of the widow in question to use his name, 
but I am not permitted under the regulations of the Veterans’ Ad- 
ministration to do so. But I have his name and the C number, and 
the widow is willing for me to speak to this committee personally 
if you wish me to do so. 

World War I service as an enlisted man, and he entered West Point 
and graduated in the class of 1923. He retired with a disability, 
with the rank of colonel, Infantry, on January 26, 1945. Died June 
25,1953. Yes, June 25, 1953. 
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On the death of this career officer, his one pay stopped. 
There was so-called deferred annuity provision, or that of any other 
officers’ retirement. Any social-security credits hich he may have 
accumulated were the $160 a month wage credits granted him as a 
World War II serviceman. Since this has been written, I find that 
he acquired other social-security credits in private employment after 
retirement. No benefits to the widow, however, without children, un- 
til she reaches the age of 65, which will be 11 years hence. No 6- 
month death gratuity here as the officer had been retired with dis- 
ability for over 2 years. 

She turned to the Veterans’ Administration and filed a claim for 
death compensation. She was denied death compensation by the 
Veterans’ Administration on the ground that the former officer’s spi- 
nal condition, which forced his retirement, did not cause or contribute 
to the cause of his death. 

Mr. Tracur, May I interrupt you there to suggest that he died 
with a service-connected disability but not of a service-connected 
disability ¢ 

Mr. Hogan. Yes; he died with a service-connected disability. 

Mr. Treacur. But not of a service-connected disability ? 

Mr. Hogan. No. He died with a service-connected disability but 
not of a service-connected disability. But the Veterans’ Administra- 
tion said that the service-connected disability did not contribute to 
his death, 

Mr. Tracvue. But it did not have to contribute to it. 

Mr. Hogan. I beg your pardon? 

Mr. Tracur. It did not have to contribute to it. 

Mr. Hoean. Yes, it does, if you are talking about death compen- 
sation. But if you will let me finish this statement—you understand, 
I am talking about death compensation, not a death pension. 

Mr. Teaave. I am talking about a pension. 

Mr. Hogan. She was denied death compensation by the Veterans’ 
Administration on the ground that the former officer’s spinal con- 
dition, which forced his retirement, did not cause, did not contribute 
to the cause of his death. He died suddenly from a coronary throm- 
bosis. 

We will appeal from this decision, but because of lack of support- 
ing medical evidence, our chances of winning the case are meager. 
The widow was denied the $48 a month, non-service-connected death 
pension, because, at the moment, her income is in excess of $1,400. 

Mr. Tracur. May I interrupt you there to ask you what is con- 
sidered as income? 

Mr. Hocan. I beg your pardon? 

Mr. Tracur. What is considered income in these cases ? 

Mr. Hoean. Income? 

Mr. Teacur. Yes: she had income which paid so much a month; 
is that it? 

Mr. Hogan. Anything which she may be receiving from an em- 
ployer or any other earnings which she may have from other sources 
or, if other than Government insurance, any insurance which she re- 
ceived during the calendar year of the man’s death. 

Mr. Crark. Government insurance is not income. 
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Mr. Hocan. Should she find employment that would pay her as 
little as $125 a month, under present laws and regulations, she would 
still be denied any benefits. 

We are confident that we can multiply this case a thousand times. 
The Kaplan report and other treatises on the benefits now being re 

ceived by the survivors of our wars are loaded with information as 
to how much the survivors receive. It is about time someone should 
tell about the tragic cases that are denied—denied everything. 

We are confident that our organization will not support any rec- 
ommendation that would wipe out the so-called soldiers indemnity. 
The servicemen’s indemnity was intended to take the place of United 
States Government life insurance (war-risk insurance in World War 
I and national service life insurance issued to World War I and World 
War II veterans and provided indemnity to survivors in the service 
man’s immediate family. The Disabled American Veterans sup- 
ported the change for two reasons. One was because of our knowledge 
of the tragic cases where men were sent into the front lines and onto 
the beachheads in action against the enemies of the United States 
being covered with one or two thousand dollars insurance and in thou- 
sands of cases with no insurance at all. This was true in World War 
I and was a recognized fault. It certainly should not have been al- 
lowed to occur in World War Il. Offhand, I do not know how it 
could have been stopped. The survivors of battle casualties of the 
Korean conflict were paid whether the youngster had the good sense 
to take out insurance or not. For every instance that may be related 
about a distant relative getting the indemnity it must be admitted 
that hundreds of widows and parents received the benefit that. may 
not have been theirs had the young soldier refused to take out and 
pay for a policy under the present law. 

The second reason that brought about the change—and I am sure 
the chairman of this committee will recall—was the desire to get the 
Government out of the insurance business after it had protected the 
serviceman in time of war and had offered protection to the disabled 
veteran on his return from active service. 

In our opinion, and it is our opinion only, should the present in- 
demnity, or free insurance be done away with, or its identity as 
insurance lost through merger with death compensation, there will 
be a demand for the restoration of some form of war-risk insurance— 
certainly in the event of another emergency be it called a war or a 
police action. It should be remembered that in many, many instances 
there is more than one beneficiary. Ofttimes the indemnity or insur- 
ance is divided between the widow and the parents or the children. 
We do not believe the serviceman who is going into action should be 
denied the right of determination of the benefici iary if within his 
immediate family. 

Referring back to the story of the colonel’s widow, let me take up 
the time to emphasize again the fact that the Disabled American 
Veterans is primarily interested in the serviceman regardless of rank 
who suffered wounds or disabilities or disease as a result of his active 
military service during time of war. Of course, we are ever interested 
in the main problem before this committee and that is the welfare of 
the dependents of those who have lost their lives in action or who have 
died of their service-incurred disabilities. Survivor benefits to those 
who have died in uniform and while in active military service and 
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before discharge has posed no great problem to the DAY other than 
our constant efforts to secure adequate benefits for the widow and 
children and the dependent parents of those Americans who never came 
back from the war. 

Our great problem, and it is still our great problem, is securing 
just and adequate benefits for the dependents of those officers and 
men who returned from the wars more dead than alive—but still alive. 
During his lifetime we do everything, of course, when called upon, to 
secure full compensation, retirement, and other benefits for the serv- 
iceman or officer who is now a veteran. We may secure full compen- 
sation benefits, or where entitled, retirement previously denied. The 
veteran may be totally disabled but no social-security benefits here 
because he is still alive. He and his family are living off his compen- 
sation. He may live 3 or 5 or 10 years and then dies. Even though 
totally and permanently disabled and unemployable from date of 
discharge we must still prove that his service-connected disability 
caused or contributed to the cause of his death. Remember there is 
no 6-month gratuity pay here. Compensation stops the day following 
his death. In too many instances his insurance has lapsed, or he 
never continued it after discharge. If he was a World War I veteran, 
unemployed because of his service-connected disabilities he never 
sarned any social-security credits. Proof of death as the result of his 
service-connected disability must be submitted and must be accepted 
by the Veterans’ Administration. If denied the widow is offered the 
pension. If she has been employed to supplement the family income 
she is probably not entitled. She gets nothing. 

We note the desire on the part of this committee and of the Kaplan 
Committee to reduce into one package all survivor benefits and the 
reasons Offered are many. What we are fearful of is the danger that 
some of these benefits be taken away entirely in the desire to reach an 
ideal that may be difficult of attainment. We are not in a position 
at this time to take any stand on the recommendation of the Kaplan 
Committee favoring the continuance of the 6-month death gratuity 
on a revised basis or not. But we are certain that the Department of 
Defense is the only agency that should be charged with its adminis- 
tration. 

We are certain that the Bureau of Old Age and Survivors Insur- 
ance, Social Security Administration, Department of Health, Edu- 
cation, and Welfare, will insist that they be allowed to administer 
any social-security benefits to survivors payable under existing or 
future laws. No one knows better than the members of this com- 
mittee how carefully each bureau or governmental agency strives to 
maintain its own identity and carry out its own charges and respon- 
sibilities. 

Of course, the Disabled American Veterans believes that the 
Veterans’ Administration should continue to be the central agency 
charged with the administration of most laws that affect the dis- 
abled veteran and his dependents. We have already indicated how 
highly important we consider the problem of survivor benefits, and 
we are well aware that a large percentage of disabled veterans will 
leave dependent survivors. But the handling of death claims is but 
one of the responsibilities of the Veterans’ Administration. For the 
very reasons this committee and others are studying the problem of 
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concentrating death or survivorship benefits under one head, has the 
Veterans’ Administration been charged with the administration of 
such laws providing hospitalization ‘and outpatient treatment, com- 
pensation, pension, insurance, vocational rehabilitation and training, 
loans, and other benefits granted to the living veterans of America’s 
wars. 

The services of this organization are at the disposal of this com- 
mittee. We will furnish you with cases if you desire. We — 
it a practice never to leave you with the thought that ioe DAY 
unappreciative of what this Government has done for its nt 
defenders. We only want to impress you with the fact that for 
every case that is presented to you showing outstanding benefits 
being received by the survivors or the living veterans we can present 
actual case files of claimants denied—valid cases that, in our opinion, 
more than offset the key cases reported to you and to other Govern- 
ment agencies. 

While we may be in accord with the Kaplan Committee’s recom- 
mendation “that the present survivor benefit structure be revised,” 
we cannot subscribe to any revision that would destroy or weaken 
the present compensation, insurance, vocational rehabilitation, and 
pension structure now being administered by the Veterans’ Admin- 
istration. 

Mr. Teacur. Mr. Chairman, I want to make one comment concern- 
ing this statement in Mr. Hogan’s paper : 

For the very reasons this committee and others are studying the problem 
of concentrating death or survivorship benefits under one head. 

So far as I know, this committee has not expressed, at least I have 
not heard anyone say, that it should be concentrated under one head. 
Neither have I heard any member of the committee suggest that. 

Mr. Hocan. Mr. Teague, I may have gained the wrong impression 
last week when the question was raised by some member of the com- 
mittee that if there were going to be death benefits paid, why should 
it come from the Army in the form of a 6-month gratuity, 6 months 
from death, from the Veterans’ Administration, in the form of death 
compensation, or from social security, in the form of social-security 
benefits, and I thought—and I may have misunderstood—that you 
were striving to arrive at some solution where the widow would get 
only one check. 

Mr. Tracur. One check, that is right, but the suggestion was not to 
combine the agencies or anything like that. In other words, why 
should they be writing 7 chee ks, at 7 different times, rather than 
writing 1 check? But ‘there was no thought, I do not believe, on the 
part of any member of the committee, that they should all be com- 
bined under one agency. Neither do I believe that any member of the 
committee has ever expressed a thought that the indemnity should 
be discontinued. 

We recognize the problem, as I think you do, that once this 10 years 
is up, the widow finds herself in the position of not receiving the pay- 
ments, and there is a problem there. But there was no thought on 
the part of anyone, so far as I recall, that they should all be combined 
into one agency. 

Mr. Harpy. I do not believe anyone on the committee has expressed 
the thought that we should go ahead and take any particular direction. 
There have been an awful lot of possibilities thrown out for consid- 
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eration on the table and that is the only way that I know of that we 


are ever going to find a solution, and that is ‘through a discussion and 
consideration of as many of the possible solutions as can be brought 
before us. 

I think there has been some discussion of the possibility of combin- 
ing, yes, and I certainly would take no position either for or against 
such an approach, I think there are too many angles which have to 
be explored yet, before we can come up with any conclusion 
what the final approach should be. 

Mr. Tracur. I just wanted to state for the record, that this commit- 
tee had not reached that conclusion, because it has not as yet. 

Mr. Hocan. I did not mean to convey that idea. It was merely 
my intention to convey to the committee the position we believe that 
the DAV might take on any such proposed legislation. And I ap- 
preciate the fact that the subject matter is so vast that no one witness, 
whether it be a Government witness or a veterans organization witness, 
can be expected to come in here on one hearing and explain our posi- 
tion on the entire matter. We would appreciate an opportunity, pos- 
sibly, to come back with further information for this committee if you 
gentlemen feel that we can be of any further service to you. 

Mr. Bares. Mr. Hogan, there has been a good deal of consideration 
given to many suggestions but I think the committee as a whole was 
pretty well satisfied that the death gratuity benefit for 6 months should 
be provided by the Armed Forces concerned, because it is an on-the- 
spot gratuity that helps people out when they are in real need of it. 
| have heard no comment along the line of taking it out of that par- 
ticular organization. 

But I do think that it is difficult for me to become wed led to any 
particular program, or any particular name, whether it be insurance 
or otherwise, and for the life of me, I cannot understand why it would 
make any difference to the widow when she received a check, what 
the source or what the program was, that makes the check possible. 
And I would like to have you expand a little your thinking concerning 
the various programs which are in effect, which you believe should 
be continued on the basis of the comment which I have just made, 

Mr. Hogan. As far as the indemnity, or free insurance is concerned, 
as I stated in my remarks, to the effect that the serviceman is given the 
privilege of indicating the beneficiary. 

In many instances, we know from our contact with cases, the service- 
man has indicated a parent, or because he may have been a little bit 
concerned as to what the widow might do with the money, if left to the 
mother, what the children might do with the money, if it were left 
to the widow, the indemnity was issued with the request that it be 
paid to the children. 

Frankly, I think, as I said, they should be allowed to do that. I 
still think it should be kept separate and apart from the compensation, 
death compensation, benefits. In other words, let us not give the idea 
that this $187 is for herself alone, where she gets the $87 and the $92 
plus—not give her the idea that she is going to get that the rest of her 
life. 

And if you will study the history of compensation payments to 
the dependents, after World War I, you will note that we were not able 
as a service organization to make much of an advance in the amount 
paid the widow until after 20 years after 1918, when the great ma- 
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jority of the war-risk insurance benefits payments were $57.50 a year 
and were brought to a close. 

The widowers found, I think, the amounts drawn were around $3 
or $40 a month, and the $57.50 a month stop ag I agree with you, 
and it was brought out very, very forcefully by Mr. Karns last week, 
that either the Vete ‘rans’ Administration or the veteran organizations 
are unable to convey to the beneficiaries the rights that they may have 
under present laws and regulations. 

I can recall as if it were yesterday, in 1940, a tall, fine-looking old 
man, a Negro, came into my office to see if he could get a pension. I 
said “Are you a Spanish War veteran?” 

He said, “No, my son was killed in the war.” 

L said, “Wait a minute. When was he killed?” 

He said, “Killed in 1918, brought to England and they brought the 
body back to Cincinnati, Ohio, and buried it.” 1 was working with 
the DAV then. 

I said, “Wait a minute. There is some thing wrong somewhere.” 
said, “Didn’t you ever draw any benefits ?” 

He said, “Oh, ves, we drew $57.50, his mother and I, up to 1938.” 

I said, “You drew $57.50 in death-benefit compensations. I don’t 
know what you are talking about.” He was a fine, intelligent person. 

I looked into the matter and found out that this man way back in 
1918 or 1919 was told by somebody in authority, not in the Veterans’ 
Administration, that he could not draw death benefits and compen 
sation, also, death insurance and death compensation, also. 

The Veterans’ Administration started paying this man who was 
then a widower, the mother having died a year before, full death bene 
fits—the father of a man killed in 1918—for the first time, because no 
claim had been filed prior to that date and no one had advised the 
man of his rights. 

In 1946, or in 1945, I was still in Cincinnati and a woman came over 
and asked me if I could do something about securing a little more com 
pensation for her because of the death of her son. I said “You are 
dr: awing your insurance benefits and you are drawing death compen- 
sation.” She said “No, I can’t do that.’ 

I said, “Why can’t you do that?” 

She said, “A colonel at Fort Thomas told me I couldn’t draw com 
pensation and insurance e, too. * Tt was 13 months after the soldier’s 
death, and the Veterans’ Administration started paying her the death 
benefits from the date we filed a claim for her because it was over 1 
year following his death. 

Mr. Bares. The only point I tried to make, Mr. Hogan, is this: The 
more programs you have the more difficult it is for these people to know 
what benefits they are entitled to. 

Mr. Hocan. That is right. 

Mr. Bates. It was for that reason that I wanted you to expand on 
your apparent insistence that these various programs, insurance, be 
identified separately in the future. 

It would appear to me if you could consolidate any of these ar 
so that a widow would know where to go, many of these problems whic] 
are arising at the present time might gradually disappear. 

My original statement was I just can’t understand why it would make 
any difference to a widow as to the source of the funds she receives, 
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whether it be for insurance, compensation, or otherwise. If she re 
ceives the check it seems to me that is the important thing. 

If it is a question of variations down through the years on the 
amount which she receives, that is no different from the system we 
have today. The free insurance, which expires after the 10-year 
period, OASI, or what she gets after 65, it seems to me the simpler 
we can make it the better it will be for everybody. 

Mr. Hocan. The mechanics of the Veterans’ Administration in 
sist there may be more than 1 beneficiary and that is why they have 
2 files. If a man dies there is an insurance file and then there is a 
compensation file. They even concentrate all the death compensation 
files in the district offices because they claim there may be more than 
one beneficiary. 

Mr. Bates. You can designate under a different program who the 
beneficiaries might be. You can do it under compensation or any 
other thing. He can do it under any program at all and not only 
insurance. I fail to see the point you were trying to make. 

I think that would take care of it, if he had the option of designating 
beneficiaries. 

Mr. Hogan. Yes. 

Mr. Bares. It would depend on the kind of program you come up 
with. All Tam trying to say is that you don’t have to call it insurance 
or this or that. 

Do you see the point I make ? 

Mr. Hoean. I understand. 

Mr. Harpy. The right of election as to the beneficiary, if that was 
the point Mr. Hogan was concerned with, that certainly can be 
provided. 

Mr. Hogan. If the parents are dependent we have to prove they are 
dependent to get them death benefits. The children we do not have to 
prove dependency if there is death compensation. 

Then there is the widow. If they are minor children, even though 
the widow marries, the Veterans’ Administration takes care of that. 

Mr. Carnes, One observation with regard to Mr. Hogan’s testimony. 
You mentioned that there were several cases, perhaps thousands of 
cases, that you could cite where people were not getting any benefits 
from the Federal Government. You made that point by contrast of 
the fact that we have shown here and perhaps at hes times there have 
been shown that a great many people are getting more than perhaps it 
was the intent of Congress that they get. 

Mr. Hogan, in preparing two interim reports for all of the commit- 
tee members as counsel for the committee, in both of those reports I 
made a specific effort to point out to the members the committee that 
while some people may be getting more than what they were entitled to, 
or what it was the intent of Congress they should get, they were get- 
ting it because they were entitled to it, but perhaps it was not the 
intent of Congress that they get so much, while I pointed that out | 
also in both of the reports pointed out equally and specifically that 
there were a great many people who were perhaps not getting what 
they were entitled to. 

So I have never as counsel for the committee tried to paint the pic- 
ture that a great many people were getting more than they were en- 
titled to because I think of just as great a concern to the committee are 
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those people who are not getting what they are entitled to as those 
who may be getting more than it was the intent of Congress that they 
rae 

I don’t want you or anyone else to think for a minute that in serving 
as counsel for the committee I have overlooked both sides of that par 
ticular aspect as the reference was made in your testimony that we 
were emphasizing only those who were getting more than perhaps it 
was the intent of Congress. 

Mr. Hogan. I would want you to know, too, that the disabled Amer 
ican veterans never objects to the amount because it is too much. We 
get the tough cases. We get the cases that have been lost by other 
organizations, which have been denied, those we still think have a 
lot of value to them, and we try to put them through. There are many, 
many cases under present laws and regulations where, as in the 
colonel’s widow’s case, I hate to make this public statement—L will not 
win that case. I can’t win it. Under present laws and regulations I 
cannot win it. 

Mr. Carnes. This committee is just as much concerned about those 
cases you may not win and preventing an inequity in the system as 
they are about cases which may have been cited where people are get 
ting more than it was the intent of Congress that they receive. 

Mr. Hoean. I am glad to hear that. 

Mr. Tracur. We have those same cases in our offices. 

Mr. Hogan. This case came to me from a Congressman. 

I want to make one more statement to you here in the presence of 
probably officials of the regular services: A general officer and a 
colonel, a colonel who was a classmate of this deceased colonel’s, as- 
sured her that she was in error and that she had gone to the wrong 
office; that she was entitled to benefits, he knew she was, and if she 
didn’t get a substantial pension he would see a bill was passed in Con 
gress to give her the pension. 

Mr. Carnes. I think you made an observation, Mr. Clark? 

Mr. Ciark. What I tried to say is that I felt sure Mr. Hogan did 
not make that statement as criticism of anything that happened here 
but only to show his willingness to cooperate and present cases which 
would show the other side of the picture if needed. 

Mr. Bares. I think we understand Mr. Hogan’s position. 

Further questions / 

Mr. Clark? 

Mr. CrarK. No, sir. 

Mr. Barres. We want to thank you very much for being here and 
waiting so long to be heard. 

Mr. Crark. I am glad we had to wait. 

Mr. Bares. We appreciate your waiting and the testimony you 
have given. 

Representatives of the Air Force are here who wish to be heard ? 

Please give your name. 

Major HowArp. Maj. James B. Howard. 

Mr. Srence. Leroy J. Spence. 

Mr. Carnes. Mr. Chairman, the gentlemen of the Air Force are 
appearing this morning. The purpose for their being here is merely 
to very briefly tell us what perhaps the Air Force is doing to indoe- 
trinate the survivors of Air Force personnel as to the be nefits they 
are entitled to. 
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The statisticians who did the work for the committee as well as 
myself were very much impressed by the fact that the Air Force 
records with regard to survivor benefits seemed so much more com- 
plete and out of a fairly large number of deaths because of the risk 
which that particular service runs there were very few cases that 
were not complete in their entitlement. 

We want you briefly, gentlemen, in not more than 10 minutes, to 
tell the committee what the Air Force is doing to see that the survivors 
of Air Force personnel receive all of the benefits which are provided 
by Congress. What are you doing that the other services are perhaps 
not doing ? 


STATEMENT OF MAJ. JAMES B. HOWARD, USAF 


Major Howarp. I will begin by saying that we have in the Air 
Force what is known as the personal affairs program, and I happen 
to be chief of the branch here in Washington which monitors and 
supervises the program throughout the Air Force. 

In our personal affairs program we also have what is known as a 
casualty assistance program. 

This casualty assistance program was devised mainly of just what 
you have heard here previous to our appearing before this committee— 
all of the problems which come up about survivors trying to get their 
benefits. 

So we set up this program and the way it operates is this: When 
we have a casualty the headquarters in Washington here is immedi- 
ately notified by the casualty reporting officer in the field. We check 
his file and check where his next of kin is located and we immediately 
assign the case to the airbase located nearest where the next of kin 
reside. At this airbase we have a personal affairs officer. He might 
be an adjutant or a casualty assistance officer. Most of the time he 
wears about 5 or 7 hats. 

He immediately contacts the next of kin, either by the telephone or, 
if it is too far away, by letter. He offers his assistance in helping 
them get all the benefits to which they may be entitled as the result 
of the serviceman being in the military. 

He attempts to set up a date with them for them to come to the 
base if possible. If he can’t do that then he arranges for a meeting 
with them in their home. 

At the time he calls on them he goes through a checklist. that he 
has given to him through the various regulations and pamphlets, and 
he assists her in filling out all of the necessary forms for the bene- 
fits she may be entitled to. 

The fact she might not be entitled to one does not preclude him from 
going ahead and filing out the form and making a claim for it. 

Mr. Carnes. Doesn’t that confuse the widow ? 

Major Howarp. No, sir, it doesn’t. In most cases they appreciate 
the fact that someone is there to help them go through the redtape 
und all these various forms that have to be filled out in making out 
their claims for benefits. 

Mr. Carnes. But he cannot tell them at that time approximately in 
dollars and cents what they may be able to expect on a regular monthly 
basis beginning 2 or 3 months hence? 
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Major Howarp. No, sir. In fact we discourage that. We don’t 
want him to tell her any exact amount because if it turns out to be a 
different amount, a lower amount, then she is unhappy with the Air 
Force. We want to give her satisfactory service, but we also want 
her to remain a friend of the Air Force. 

Mr. Bares. There are certain basic figures which you provide? 

Major Howarp. Yes, sir, certain basic figures, but in some of them 
the way we try to get around that is by telling them that the amount 
that they will get will be up to the agency that is administering the 
law to which they are making the claim. 

Mr. Carnes. Pardon the pversneee 

Major Howarp. That is all right, s 

Then after he has filled out all of hess forms he gives her his address 
and everything, and his phone number, so she may be in constant con- 
tact with him. If various things come up over a period of months 
after that where she needs information, she contacts this one particular 
person. 

We feel in the Air Force that this saves the Air Force a lot of time 
and money and it also helps the next of kin. 

I know it is a personal satisfaction to me in knowing that if some- 
thing were to happen to me that there would be a qualified person to 
call on my wife and help her in getting these benefits coming to her. 

Most of the time it takes about 6 months to get all of these benefits 
together and get everything straightened out. We require this officer 
to send in a status report to this headquarters that we check so that we 
can make sure that all the benefits that the widow is entitled to she is 
getting. 

If they run into any difficulty in getting any of these benefits they 
send in a letter to this headquarters and we have liaison contacts with 
the Veterans’ Administration and the various other Government agen- 
cies and we call them in an attempt to clarify the situation or expedite 
it. if possible. 

In fact, we get quite a few letters from you gentlemen to take care of 
the same thing. 

Before we had this program the chaplain would get one case, the 
legal assistance officer another case, the base commander would get 
one—it was a kind of messed-up or hodgepodge arrangement. So 

rather than having them running from pillar to post we devised this 
program. 

For the people in the service each year we check their records and 
make sure that they have everything up to date. They are called 
into the unit personnel office and we go through all of their records 
and their personal affairs file to make sure that if there are any 
changes in the past year that those changes are entered on their 
records. 

Mr. Carnes. Changes in beneficiaries, new children ? 

Major Howarp. That is right, or death of someone in the family, 
change of address, such as that. 

Mr. Carnes. Does that personal affairs file contain such things as 
marriage certificates and birth certificates ? 

Major Howarp. No, sir. We advise them to keep those themselves 
in a safe place, but in the file it is listed where that may be located. If 
it is in the safety-deposit box they put that on one of the forms we 
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have. It isa personal affairs statement and that is what it is called 
a four-page form we use. 

Briefly that is about the way it works in the Air Force. 

Mr. Bares. That isa fine statement, Major. I want to congratulate 
you and the Air Force for that program. 

I just wonder now what you do in addition to what you have ex- 
plained concerning the annual review of calling the man into this 
particular or e and reconciling the changes that happen during the 
previous ye 

Do you ever put out any information so that a serviceman can sift 
down with his wife, while he is still living, and say “In the event that 
I clie this is the situation” ? 

Major Howarp. Yes, sir. 

Mr. Bares. Do you have such pamphlets ? 

Major Howarp. Yes, sir. 

Mr. Bares. Or forms as may be necessary / 

Major Howarp. That is correct, sir. In fact we are right in the 
process of putting out a new one. The last one we put out was 1949. 
We have been attempting for almost a year now to bring that up to 
date and give it all the new laws and all the different changes that 
have come about, and the distribution is one per person in the Air 
Force. It is information for a serviceman and their dependents. 
They can sit down, go through the book, and it tells her just step by 
step what she should do in the event of his death and it tells him what 
she will get in the event of his death. It covers it very well, sir. 

Mr. Bares. Have you one available? 

Major Howarp. Ido not. I can get one for you, sir, 

Mr. Bares. When you receive it we will have it incorporated i in the 
record at this point. 

(The information requested is as follows :) 

Arr Force PAMPHLET | DEPARTMENT OF THE AIR FORCE, 
No. 34—4 J Washington. 


FOREWORD 


1. Purpose and scope.—This pamphlet is intended to provide information as a 
guide to active-duty personnel and their dependents with respect to their benefits 
and privileges. 

2. Policy—Information contained herein is based on policies, regulations, and 
laws which are subject to change. 

3. Dissemination —Commanders will insure that all personnel under their 
command receive one copy of this pamphlet for their personal information and 
use. 

By ORDER OF THE SECRETARY OF THE AIR FORCE 

N. F. TwInrna, 
Chief of Staff, United States Air Force, 
OFFICIAL : 
K. E. THIEBAUD, 
Colonel, USAF, 
Air Adjutant General. 


Distribution: D. 


This pamphlet supersedes so much of Air Force Manual 34-4, Personal Affairs 
of Air Force Personnel and Aid to Their Dependents, August 1, 1949, as pertains 
to active-duty personnel. Material formerly published in AFM 34-4 is now being 
published in a series of Air Force pamphlets. 
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CHAPTER I. INTRODUCTION TO PERSONAL AFFAIRS 


Efficiency of performance varies in direct ratio to an individual's peace of mind 
and mental stability. This human factor falters when an individual is concerned 
with worries regarding loved ones left behind. No individual cherishes the 
thought of such worries nor does he desire to expose his dependents to distress, 
want, or insecurity. The fact that our Nation has long recognized these human 
aspects is reflected in the many benefits and privileges which have been estab- 
lished for service personnel, their dependents, and/or beneficiaries. These bene- 
fits have been established, not only for humanitarian reasons but to attract 
desirable personnel into the service and to preserve and increase individual effec- 
tiveness. Making provisions to permit peace of mind and the resulting mental 
stability is only good personnel management on the part of our Government. 

The existence of benefits and special privileges in itself does not establish the 
desired feeling of security that contributes to good morale. This can result only 
if you and your dependents have full knowledge of the benefits and the complete 
and thorough arrangements of your personal affairs. You as individuals must 
help yourselves. 

At any time during the course of service, all officers, warrant officers, and air- 
men of the United States Air Force may expect changes of station either tem- 
porary or permanent in nature or changes in personal status. You may antici- 
pate separation from your dependents during which time you may be unable 
to properly attend to your personal affairs and dependents’ welfare. The time 
to prepare for such separation is now when personal matters are moving along 
in a routine manner rather than a turbulent and busy period immediately pre- 
ceding departure for a change of station. It is more effective to make arrange- 
ments while at home when matters can be discussed and full instructions given. 

It is then imperative that you keep your personal affairs properly arranged. 
To provide the maximum protection and security for dependents and to insure 
that your properties and benefits will go to those as desired, dependents should 
have full knowledge of the arrangements made and the benefits to which they 
are entitled. Since individual preparations are determined by the needs of 
the individuals concerned, it is neither possible nor practicable to provide an 
exact set of instructions applicable to all. Guides can, however, be developed 
and to this end the suggestions in the next chapter are provided. Some of the 
suggestions may be superfluous to some personne! We are, however, often 
guilty of procrastinating or of overlooking the obvious. Reminders can be of 
no harm and frequently serve an excellent purpose. 


CHAPTER II. INpDIvipUAL’s ACTIONS 


1. You should first review the benefits as described herein with your depend- 
ents, making sure that they understand the provisions as applies to them and 
where assistance can be obtained if necessary. 

2. You should arrange your personal properties, bonds, savings, checking ac 
counts, insurance, etc., as desired, provide copies of documents and leave written 
instructions with the dependents. A suggested list of necessary information and 
documents concerning your personal affairs is as follows: 

(a) Copies of this pamphlet. 

(b) Current copies of the Personal Affairs Statement, Form 381. 

(c) Documentary evidence of your service status, such as commissions, ac- 
tive duty orders, promotions, temporary or PCS orders, ete. 

(d) Copy of will. 

(e) Copy of power of attorney. 

(f) Commercial insurance policy or information pertaining thereto 

(7g) Government life insurance papers to include evidence of the type you 
hold, beneficiaries as established and settlement options. 

(h) Copy of allotment authorizations; copy of pamphlet Class Q and You. 

(i) Naturalization papers. 

(j) Certified copy of marriage certificate and, if applicable, divorce decrees or 
death certificates of former spouses. 

(k) Birth certificates of all members of the family. 

(l) Adoption papers. 

(m) Evidence of parents’ dependency. 

(n) Overseas orders, several copies. 

(o) An up-to-date inventory of all personal effects and value of each item for 
purpose of shipment, claims for fire or loss, selling. 
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These documents and papers constitute your personal information file 
and should be assembled and placed in a file or folder and left in the possession 
of the dependents. Legal officers or personal attorneys should be consulted 
when executing wills and powers of attorney. Most of us have some of the above 
items taken care of but with paper scattered about in various boxes or folders 
Putting them together will give you a sense of satisfaction, a feeling of relief 
and peace of mind. Being systematic is the best way to be thorough. 

4. Preparation for change of station: To be prepared for this or similar situa 
tions, the following is a series of suggestions on matters which may need atten 
tion and for which advance preparation is always of great benefit: 

(a) Where dependents will live: The need for this is self-evident. Everyone 
in military service with dependents has, of course, given this some thought. 
Specitic decisions must be made as to just where dependents will live in event it 
is not feasible for then to proceed to the next station. 

(b) Disposition of present quarters: Decisions on this item will of course be 
influenced on whether or not you own, rent, or lease. 

Specific items which may need attention, and about which you may need to 
have standing instructions are 

(1) If you own property—holders and terms of mortgages, location, 
amounts, selling prices and agents desired in event you desire to sell. 

(2) If you rent or lease—terms and conditions of rental or lease, includ- 
ing cancellation clauses. 

(8) If quarters on the base are occupied—the time these can be occupied 
on PCS orders. 

NotI Matters pertaining to leases and sales of property may require 
legal assistance. Inform dependents to contact base legal assistance officer. 

(c) Disposition of furniture and household goods: Appropriate items to give 
attention may include 

(1) Any amounts owing on items and to whom payable, terms, and if there 
are any questions as to whether or not the items may be moved before being 
paid for. 

(2) Whether or not it would be desirable to sell any or all items, and if 
so, probable buyers, advertising media and/or agents. 

(3) In the event of desire to have the Government store or ship the furni 
ture to a new duty station, in the Zone of Interior or overseas, contact your 
transportation officer at your base. 

(4) In the event that instructions received by a member or dependents 
from responsible military authorities conflict with information contained 
in this pamphlet, such instructions will prevail and be the final authority 
for any actions by member or dependents. 

(7) Automobile: The car is often overlooked in your plans, but involves a 
number of items that can be kept in standing readiness. These include 

(1) Location of title. 

(2) Finance—who holds the mortgage, balance due, monthly payments, 
and whether or not permission is needed to move the car from county, State, 
or country. 

(3) Insurance—who hold the property damage, public liability, fire, theft 
ete. Be sure the folks at home know where the policies are, agents handling 
them, and the terms. 

(4) Disposition—where it is not intended to take the car, leave it with 


someone or sell it—acceptable selling price, terms, etc. This is an item for 
which it is often an advantage to prepare a power of attorney. 

Real-estate holdings: Each individual will have his own solution for this 

item It may be proper to recommend complete instructions be prepared and 


filed with appropriate agent, attorney or member of the family, with copies 
one’s own personal affairs information file. 


fn 








CHAPTER IIT. BENEFITS AND PRIVILEGES WHILE ON Active Duty 


















1. ABSENTEE VOTING 


The Department of the Air Force in cooperation with other branches of the 
Armed Forces has compiled voting information on the several States, and makes 
this information available to all commands for dissemination to their personnel 
Soldier voting officers are appointed in each unit to assist in the preparation of 
the appropriate form for application for absentee ballot and in certifying the 
identity of the individual voter, lf you are uncertain as to your eligibility to 
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vote by absentee ballot, or if you desire information in regard to any election 
being held in your State, contact the voting officer of your unit, or you may write 
direct to the secretary of the State of your residence, or other appropriate 
election officials. 


ADVANCE OF PAY 
(a) The act of October 5, 1949, provides that 


(1) Upon permanent change of station, commissioned and warrant officers, and 
enlisted men of the armed services may be paid in advance under such regulations 
as the heads of departments concerned may prescribe, provided that such advance 
payments shall not exceed 3 months’ pay in any one case 

(2) When on duty at distant stations where the pay and emoluments to which 
they are entitled cannot be disbursed regularly, commissioned and warrant offi 
cers, and enlisted men of the armed services, nay have their pay and emoluments 
advanced under such regulations as the heads of Departments concerned may 
prescribe, 

(3) If the person to whom an advance of pay is made, dies or is separated 
from the service for any reason prior to the liquidation of such advance, the 
amount remaining unliquidated at the time of death or separation shall be passed 
to credit in the account of the finance officer concerned, provided that such amount 
remaining unliquidated shall remain a debt from such person or his estate due 
to the United States. 


(b) General policies 


The purpose of this law is to permit the payment of advance pay to furnish 
temporary relief from the expenses of providing transportation, temporary stor 
age of household effects, packing and shipping costs, and the securing of new 
living quarters for members of the armed services and, also, to permit the pay 
ment of advance pay and allowances under those circumstances where pay and 
allowances cannot be disbursed regularly. 


(c) Personnel entitled to payment of advance pay 


(1) Upon permanent change of station, if such change of station involved is 
not incident to separation from the service or trial by court-martial, commissioned 
and warrant officers and airmen may be paid in advance in pay Normally the 
amount advanced shall not exceed 1 month's basic pay less income tax with 
holdings but may, at the discretion of the commander, be extended to as much as 
6% months’ basic pay less the amount of any indebtedness to the Government 
resulting from an advance previously made on a different set of permanent change 
of station orders. The fact that there may be temporary duty en route on per 
manent change of station will not include the payment of an advance of pay, 
if the member is otherwise entitled thereto. In the case of an airm: 
approval of the commander shall be indicated on a military pay order, 
order shall include a certificate stating that the member wil ave 
months to serve on his present enlistment subsequent to the date the 
made (par. 10503 AFM 173-20). 

(2) Any officer or airman, when on duty at a distant station where pay and 
allowances cannot be disbursed regularly, may be paid an advance of basic pay 
and allowances not to exceed 5 months’ basic pay and allowances payable 
the amount of any indebtedness due the Government, less in é x withl 
ings, and less the total of allotments in forces Request for 
ment must be approved by the commander who will consider the 
bursements and approve only such payment as may be necess 
hardship caused by lack of regular disbursements. Requests fo 
make payments in excess of the 3 months’ basic pay and allowan 
above will be submitted by the commander to the appropriate major 
(par. 10506 AFM 173-20). 

(d) Time of payment 

The advance cf pay may be made at any time after receipt of orders involving 
detachment from a permanent duty station, but not later than 30 days after 
reporting to the new permanent duty station It may be made in 1, 2, or 3 
payments with the approval of the commander, and is in addition to any amount 
otherwise due on the date the advance is made. 
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(e) Liquidation of advance 


(1) Advancement must be liquidated within 6 months. This is by deduction 
of a proportionate amount of each day’s pay accruing to individual. 

(2) Allotments, except class Q, will be discontinued if necessary to liquidate 
advance within time limit. 

(3) Liquidation will be accelerated by stopping pay and certain allotments to 
the extent necessary to obtain maximum liquidation if member is to be separated 
or released from active duty within the 6-month period. 

(4) Any amount that a member may have been entitled to be paid on the 
date of death or separation will be used in the liquidation of the advance. 


(f) When on duty at a distant station where pay and allowances cannot be 
disbursed regularly 


The amount of pay and allowances advanced must be liquidated in full before 
any subsequent payment of pay and allowances will be made. 


8. AIR FORCE AID SOCIETY 


The Air Force Aid Society is the official emergency assistance organization for 
the United States Air Force. Its purpose is to supplement and augment the 
emergency relief work of the American Red Cross. Emergency assistance is that 
which is required due to an unforeseen condition that arises suddenly, is urgent, 
and needs immediate attention. 

(a) Types of cases normally assisted when not handled by the American Red 
Cross are— 

(1) Nonreceipt of pay. 

(2) Nonreceipt of elass Q allotment. 

(3) Expenses incident to emergency furloughs. 

(4) Emergency medical, dental, and hospital expenses. 

(5) Payment of rent to prevent eviction or initial rent to obtain housing. 

(6) Purchase of emergency food supplies. 

(7) Assistance to dependents upon the death of Air Force personnel. 

(8) Limited assistance for funeral expenses, not to exceed $250, in the form of 
either a loan or grant. 

(9) Emergency transportation of dependents for reason of health. 

(10) Emergency transportation of dependents to their permanent homes. 

(11) Training of dependents of deceased Air Force personne! in need of funds 
to enable them to secure employment and thus become self-supporting. 

(12) Assistance to dependent children of Air Force personnel to obtain a 
college education or vocational training above the high-school level. 

(b) The following persons, including retired personnel are eligible for assist- 
ance from the Air Force Aid Society. 

(1) Active Air Force personnel and their dependents. 

(2) Dependents of disabled and deceased Air Force personnel. 

(3) Dependents of disabled and deceased Army Air Force personnel who were 
disabled or who died while on active duty. 

(4) Personnel belonging to Army units serving with the Air Force (Special 
Components Army with Air Force), such as aviation quartermaster, aviation 
ordnance, aviation signal, aviation medical, and aviation engineers, will be 
considered Air Force personnel and their applications will be processed in the 
same manner as any other Air Force application (par. 37 AFM 166-5). 

(5) ANGUS personnel on extended active duty, which will be for a period 
of 1 year or more with the Air Force for training. 

(c) Definition of a “dependent.” A dependent must be a member of the service- 
man’s immediate family. Members of immediate family will include only wife 
or husband when actually a dependent, and children under legal age. Fathers 
and mothers who are wholly dependent may be considered eligible for Air Force 
Aid Society assistance; however, all applications for assistance involving this 
class of dependents must be forwarded to the Headquarters Unit for considera- 
tion. Those persons who are partially dependent, such as mothers, fathers, 
brothers, or sisters are not normally considered eligible for emergency financial 
assistance from the Air Force Aid Society. 

(ad) Funds are in the custody of Air Force Aid Society officers at Air Force 
base or installation. Application may be made by one of the following means: 

(1) In person. 

(2) By American Red Cross referral. 

(3) By letter. 
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Air Force Aid Society financial assistance to eligible personnel is in the form 
of non-interest-bearing loans and grants. Theincome of the Air Force Aid Society 
comes from membership fees, gifts and contributions, royalties from books 
and songs which have been given to the Air Force Aid Society, legacies, and 
interest on the invested capital. The limited resources of the Air Force Aid 
Society and the very large number of persons eligible under its charter for 
assistance, make it mandatory for Air Force Aid Society assistance to be limited 
to cases of emergency only, and also make it essential that its assistance be 
restricted to those cases which do not rightfully belong to some other welfare 








organization. 







ALLOTMENTS, CLASS Q 





(a) Definition 

A class Q allotment is an allotment of your pay as an airman. Class Q 
allotments are paid to wives, children, and dependent parents of enlisted members 
of the Air Force, and consists of: 

(1) An allotment of a required amount by you, the serviceman, plus 

(2) A basic allowance for quarters, which is added to your pay when you are 
not furnished quarters by the Government for your dependents. 

Payment of class Q allotments is authorized under the Dependents Assistance 
Act of 1950, as amended. 


(b) Who is entitled 

Wives, children and dependent parents of enlisted members of the Air Force 
are eligible. Parents are eligible only if they can meet the specific dependency 
requirements set forth in the law. Brothers and sisters are not eligible for this 
benefit. In all cases, when you make application for a class Q allotment for 
your dependents, their eligibility must be determined by military authorities 
before payment will commence. 

Dependents of female enlisted members are eligible for class Q allotments 
except that there is no presumption of devendency because of relationship. It 
must be established that the dependent is, in fact, dependent on the female 
member for more than half of his or her support and, in the case of a husband, is 
incapable of self-support 


























(c) Commencing date of allotment 





Allotment checks are mailed on or about the first of the month to cover the 
payment for the prior month. The first allotment check, however, may be mailed 
any time during the month. After the first check, dependents should receive 
their checks on or before the 10th of the month—if there has been no change in 
the allotment, or in the address of the dependent. 







(d) Inquiries regarding your class Q allotment 





All inquiries regarding class Q allotments should be initiated with your person- 
nel officer. If he cannot furnish you an answer, or make necessary corrections 
or changes, he will contact your finance officer, and, if necessary, the Air Force 
Finance Center. 









(c) Benefits to which nert-of-kin of missing or deceased Air Force personnel are 
entitled 
While in a missing status, the individual designated by the service member on 
DD form 93, “Record of Emergency Data,” may receive allotments from the con 
tinued pay of the serviceman and upon death of the serviceman 6 months’ death 
gratuity is payable to the designated beneficiary. 














ASSES OF 





ALLOTMENTS, DEFINITION OF AUTHORIZED Cl 













(a) Class B: An allotment for purchase of United States bonds 
(d) Class D: An allotment made for the payment of premiums on United 
States Government life insurance. 

(c) Class E: An allotment made to an individual, a banking institution, or to 
a commercial life insurer, or to other eligible allottee as set forth below: 









(1) An individual, for the support of the allotter’s family, dependent rela 
tive or divorced wife. Allotments will not be made payable to children under 
16 years of age, but will be made payable to the guardian or custodian of 
such children. Wives of allotters are eligible allottees regardless of age. 

(2) A banking institution or association in any country where payment in 
United States currency is not blocked, for credit to a savings, checking or 
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trust account of the allotter, without restriction as to use of funds allotted, 
or for any bona fide form of savings, including a retirement or accumulation 
fund, such as provided by Federal savings and loan associations, State and 
Territorial building and loan associations, postal savings system, credit 
unions, and individuals. 

(a) No more than one such allotment will be allowed for any service 
member. 

(8) A commercial life insurer for the payment of premiums for insurance 
on the life of the allotter only. 

(4) A lending institution or individual for repayment of loans obtained 
solely for the purchase of a home (not for additions or improvements, or for 
other business purposes). 

(5) The Government of the United States for the purpose of voluntarily 
liquidating indebtedness incurred by reason of: 

(a) Defaulted notes guaranteed by the Federal Housing Administra 
tion or the Veterans’ Administration. 

(b) Overpayment of pay and allowances made by any department or 
agency of the United States Government other than the Department of 
the Air Force. 

(d) Class G: An allotment made to provide a onetime emergency allotment 
payment direct to dependents of a service member. 

(e) Class N: An allotment for the payment of premiums on national service 
life insurance. 

(f) Class Q: An allotment from the airman’s pay made payable to the depend 
ents in whose behalf the service member has claimed basic allowance for quarters 

(7) Class R: Allotments for repayment of loans to the American Red Cross or 
Air Force Aid Society. 

(h) Class X: An allotment to provide support for dependents of service mem 
bers or permanent civilian employees of the Department of the Air Force on duty 
outside the continental United States, during periods of absence from their 
permanent duty stations, when their dependents reside in the same oversea 
command as the allotter. 


6. AMERICAN RED CROSS 


In regard to the members of the Armed Forces and their dependents, the 
American Red Cross serves the men and women, whether on duty or in Armed 
Forces hospitals, and helps their families and dependents who live in communi 
ties throughout the United States. Service personnel desiring Red Cross assist 
ance should contact the representative of the American Red Cross responsible 
for service at the base where the individual is located. Dependents of military 
personnel or servicemen on leave should apply to the local chapter of the Amer- 
ican Red Cross. 

You should notify relatives that in case of an emergency which necessitates 
your presence at home, they should submit their request through the local Amer- 
ican Red Cross chapter, who will notify your unit commander after confirmation. 
If you are stationed within the continental United States and it is requested 
that you be granted emergency leave, the American Red Cross will notify your 
local commander for necessary action, but if you are stationed overseas the re- 
quest will be forwarded to Headquarters USAF for necessary action through the 
national headquarters of the American Red Cross. 


7. AWARDS 


Eligibility criteria for military awards is contained in Air Force Regulations 
30-9, Awards of Certificates, Letters, and Lapel Buttons; 30-14, Decorations; 
35-50, Service Awards, Medals, Ribbons, and Devices; 35-75, Unit Awards; and 
35-S0, Badges. Air Force personnel on active duty and members of the Air 
Force Reserve components should refer questions concerning awards to their 
immediate commanders. 

Next of kin of deceased personnel are entitled to receive awards earned, but 
not presented to the recipient prior to death. The next of kin eligible to receive 
posthumous awards are in the order listed: widow, widower, eldest son, eldest 
daughter, father, mother, eldest brother, eldest sister, eldest grandchild. Ques- 
tions concerning awards should be referred to the officer conducting casualty 
essistance. 
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8. AWOL, EFFECT ON PAY, ALLOWANCE, ALLOTMENTS 


No pay or allowances accrue during absence without leave or overleave, unless 
absence is excused as unavoidable. A further loss of pay may be suffered if the 
service member is tried by court-martial for the offens A class E allotment 
will be discontinued as of the last day of the month preceding the month in which 
the absence commenced. Class N and D allotments and class E allotments for 
commercial life insurance will be discontinued as of the last day of the most 
recent month during which sufficient pay accrues to the allotter to satisfy the 
deduction. A class Q allotment will be automatically stopped for AWOL but the 
discontinuance date will be the last day of the second month following the month 
in which the unauthorized absence commenced. Any overpayments made to de- 
pendents will be liquidated when the service member is restored to pay status 
after his return to military jurisdiction. 


9. COMMISSARY STORE PRIVILEGES 


(a) Military Personnel 


Personnel on active duty with the Air Force will be identified by possession 
of DD Form 2 AF. Retired military personnel of the Air Force will be identified 
by DD Form 2AF or 2AF (Res) appropriately overstamped “Retired”, “Tem- 
porary USAF retired,” or “USAF retired.” Persons possessing DD Form 2AF 
(Res) overstamped “Honorary Air Reserve” are not authorized commissary 
store privileges. y 


(b) Dependents of Air Force Military Personnel 
Dependents of military personnel of the Air Force will be identified by presen 


tation of DD Form 720 (effective until May 1955). 
(c) Commissary Privilege Card 

Application for commissary privilege card must be made to the base com- 
missary officer in the area in which you reside. Identification card by itself does 
not entitle an individual to commissary privileges. 


(d) Air Force clothing sales stores 
Personnel on active duty with the Air Force may purchase any items available 
for sale from the clothing sales store system in accordance with the provision 


of AFM 67-1. 
10. DECEASED MEMBERS 


(a) Care and disposition of remains 

The Government of the United States provides for certain expenses incident 
to care and disposition of deceased members of the Air Force. This normally 
includes recovery, preparation, and transportation of the remains to the desti 
nation selected by the next of kin. The following are the choices available to the 
next of kin for disposition or burial] of the remains: 

(1) The remains may be shipped direct to a national cemetery All expenses 
and arrangements for shipment to the national cemetery, opening and closing 
of the grave, erection of the grave marker, and perpetual care will be paid for 
by the Government. There is an allowance from the Air Force not to exceed 
$75 for payment of expenses incident to interment. 

(2) The remains may be shipped to a funeral establishment at Air Force 
expense prior to burial in a national cemetery. In this case the next of kin is 
responsible for paying the expenses of the funeral director, and transportation 
costs in connection with the removal of the remains from the funeral home to the 
cemetery. The funeral director and the cemetery superintendent are most help- 
ful in assisting the next of kin with all necessary arrangements. There is an 
allowance from the Air Force not to exceed $75 for payment of expenses inci- 
dent to interment. 

(3) The remains may be shipped at Air Force expense to a funeral director for 
burial in a civilian cemetery. The family is responsible for payment of all 
expenses of the funeral director and costs for burial in a civilian cemetery. 
There is an allowance from the Air Force not to exceed $125 for payment of ex- 
penses incident to interment. 
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(b) Mortuary services on a reimbursable basis are authorized overseas for re- 
mains of dependents of military personnel when so suitable commercial 
service is available locally or when the cost is prohibitive 

Accountable Air Force funds will not be cited for merchandise, services, or 
transportation incident to care of these remains. Dependents of military person- 
nel and dependents of civilian employees paid from appropriated funds, who die 
while residing with such military or civilian personnel at a place of duty out 
side the continental limits of the United States or in Alaska, or while in transit 
to or from such place of duty, may be shipped at Government expense to such 
place as the next of kin designates. 


(c) Burial of the following classes of persons is authorized in national cemeteries 
(1) Any member or former member (veteran) of the armed services of the 
United States whose last service terminated honorably, by death or otherwise. 
(2) Any citizen of the United States who, during any war in which the United 
States has been or may hereafter be engaged, served in the armed services of 
any government allied with the United States during such war, and whose last 
service terminated honorably, by death or otherwise. 

(3) The wife, husband, widow, widower, minor child, and, at the discretion 
of the Secretary of the Army, unmarried adult child of any of the persons 
enumerated in subparagraphs (1) and (2). However, the following exceptions 
will be noted: Provided that the remains of those persons enumerated above 
may, at the discretion of the Secretary of the Army, be removed from a national 
cemetery or in a post cemetery if, upon death, the related member of the armed 
services of the United States or allied government is not buried in the same or 
adjoining grave site. 

(4) Children as described in (3) above. In the event that the death of the 
child occurs prior to that of either of the parents, interment may be made upon 
certification of the military or veteran parent that he or she will be interred 
eventually in the same grave or an adjoining (side-by-side) grave. Such certifica- 
tion will be given with the understanding that all available space in the oc- 
cupied grave (space determination will be based on first burial at a depth of 7 
feet) must be used for any future family interments, including that of the mili- 
tary or veteran parent, before the second grave can be so used. Interment of 
additional eligible children may be made, prior to the death of the military or 
veteran parent, provided that not more than two side-by-side grave sites are used 
and that adequate space is reserved therein for burial of the military or veteran 
parent. 

(ad) Headstones or markers 


(1) National and post cemeteries.—All graves in national or post cemeteries 
will be permanently marked with a regulation Government headstone or marker 
of the type authorized for use in the national or post cemetery. The Office of the 
Quartermaster General, Department of the Army, will order a regulation Govern- 
ment headstone or marker appropriately inscribed, when an interment is made in 
a national or post cemetery. The headstone or marker is erected at the grave of 
the deceased at no expense to the next of kin (or interested individual) and 
requires no action on the part of such persons to request a headstone or marker. 

(2) Private or civilian cemeteries. 

(a) The next of kin (or other interested individual) may obtain a regula- 
tion Government headstone or marker to mark the grave of a deceased mem- 
ber of the Armed Forces whose last service terminated honorably when in- 
terment is made in a private or civilian cemetery by submitting an applica- 
tion form (QMC Form 646, Application for Headstone or Marker), which 
contains detailed information regarding Government headstones and markers 
to the Office of the Quartermaster General, Department of the Army, Wash- 
ington 25, D. C. (Attention: Memorial Division). Application forms may 
be obtained by writing to the Quartermaster General. 

(b) The inscription data to appear on the headstone or marker will be 
forwarded to the next of kin (or other interested individual) for approval. 

(c) The headstone or marker and the inscription (if inscribed by the 
Government) will be furnished without expense to the next of kin (or 
interested individual), if possible, or to the nearest possible point. 

(d) Applicants may select either an upright headstone of marble or a foot 
marker of marble, granite, or bronze. Applicants should ascertain before 
ordering whether or not the cemetery in which the deceased is buried will 
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permit the erection of one of the above-mentioned types of Government 
headstones or markers. 

(e) A monetary allowance in lieu of furnishing a Government headstone 
or marker is not authorized by law nor is the expenditure of Government 
funds for fences or other related purposes. A Government headstone or 
marker cannot be traded in for a private monument. 


11. DEPENDENTS SCHOOL PROGRAM 


The dependents’ school program provides elementary and secondary school 
opportunities for dependents of Air Force personnel stationed in oversea areas. 
These same opportunities are also provided school-age dependents of Air Force 
personnel stationed on military installations in the Zone of Interior in those 
cases where the local educational agency cannot provide suitable education. 
Educational opportunities in oversea areas are provided through three types 
of schools: (1) service-operated schools, staffed by teachers trained in the 
United States; (2) locally available English-language schools which are used 
when the program offered by them is similar to that offered by schools in the 
United States; (3) home study courses which are provided where neither service- 
operated schools nor local English-language sciiools are available. Dependents’ 
education is provided free of cost to the extent permitted by current appropria- 
tion acts 


12. EDUCATION SERVICES PROGRAM 


(a) Opportunities available 

The education services program offers excellent opportunities for the attain- 
ment of knowledge, for the practical application of that knowledge, and for the 
promotion as greater responsibilities are assumed. All members of the Air 
Force who are on active duty are eligible to take advantage of these educational 
offerings. Participation is voluntary, and there are no limits to the goals a 
man may attain if he has ambition and integrity and is willing to learn. 

(b) Operation Bootstrap and Operation Midnight Oil 

The education services program provides two possible courses for interested 
personnel, Operation Bootstrap is for the person who is working toward a high 
school diploma or a college degree. Operation Midnight Oil provides education 
for the man who is interested in improving himself in his career field but who 
is not necessarily working toward a diploma or a degree. Personnel may par- 
ticipate in the education services program through any, or a combination of 
any of the following methods of study. 

(1) Residence courses which are conducted at nearby accredited high schools 
or colleges. 

(2) Base residence courses which are conducted by accredited high schools 
and colleges on Air Force installations. 

(3) Base extension courses which are conducted by accredited high schools 
and colleges on Air Force installations. 

(4) Group study classes conducted on Air Force installations by qualified 
civilian or military instructors hired by the Air Force, using texts, materials, 
and tests supplied by the United States Armed Forces Institute (USAFI). 

(5) Correspondence courses offered by colleges and universities through 
USAFI and correspondence courses offered by USAFT. 

(6) Self-teaching courses offered by USAFI. 


(c) Enrolling in these courses 


There is an education services officer at each Air Force installation. Either 
he or one of his assistants will provide educational advisement and assist the 
person to enroll in the available courses which meet his requirements. 


13. LAUNDRY AND DRY CLEANING SERVICES 


Uniformed personnel and their dependents are offered services under the fol- 
lowing procedures and conditions: 


(a) Airmen 


(1) Ata flat bundle rate of $1 for 25 pieces when Air Force and other Depart- 
ment of Defense laundries are available. This service is not applicable to 
dependents. 
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(2) Government contract with commercial facilities for both laundry and 
dry cleaning. In this case airmen must reimburse the Government the actual 
contract rates and costs. 













(b) Others 


(1) Officers and their dependents, as well as airmen who do not elect to 
use services under (1) above are offered services as authorized patrons in 
Department of Defense laundries and dry cleaning plants subject to availabil 
ity of plant capacities and personnel ceiling limitations. Otherwise these 
groups may obtain services through exchange concessionaires and by direct 
dealings with commercial firms 
















14. LEAVE 






(a) The Armed Forces Leave Act of 1946, as amended, provides that mem 
bers of the Armed Forces on active duty shall be entitled to leave with pay and 
allowances at the rate of 2% calendar days for each month of active service, 
excluding periods of 

(1) Absence without leave. 
(2) Confinement as 





a result of court-martial 





(b) Types of leave 







(1) Ordinary leave.—Leave granted upon request of the individual at any 
time during a fiscal year to the extent of the leave which may be earned dur 
ing that fiscal year, plus leave credit from previous years, provided that leave 
granted at any one time will not exceed 60 days. This type leave is approved 
by your immediate commander and subject to military necessity. 

(a) Ordinary leave for personnel stationed overseas: Leave of this 
nature will be according to the procedures established by overseas com 
mander and is approved by the local commander 

(b) Extension of ordinary leave: Application for extension will be 
made to the authority who issued the original leave if the individual's per- 
manent or temporary duty station is in the United States. If the indi 
vidual is under reassignment orders, or in the United States on leave from 
from an overseas station, application will be made to the commander of 
the base, installation, or unit (including ports of embarkation) to which 
ordered to report upon expiration of leave. 

(2) Advance leave.—Leave authorized in advance of that accrued. It is 
granted with pay and allowances under certain instances where insufficient 
ordinary leave has been accrued, provided sufficient leave accrues prior to 
separation. Maximum leave allowed at one time is 30 days and in cases of 
emergency 45 days. Requests of this nature are approved by the local com 
mander. 

(3) Excess leave.—Leave granted in excess of that amount accrued or ad- 
vanced in all cases is without pay and allowances. Such leave may be approved 
only under exceptional circumstances upon authority of the Director of Military 
Personnel, Headquarters USAF. 

(4) Sick or convalescent ‘eave.—Leave granted because of illness or for con- 
valescence upon recommendation of the surgeon. This type of leave is gratuitous 
and is not chargeable against accrued-leave credits. Approved by local 
commander. 




















(5) Emergency leave.—Leave granted upon an assurance that an emergency 
exists and that granting such leave will contribute to the alleviation of the 
emergency. Emergency leave may not exceed accrued leave plus 30 days of 
advance leave, except that when advanced leave has been taken previously and 
not fully debited, emergency leave may be granted in such amount that the total 
leave advanced will not exceed 45 days. It will not be prejudicial to granting of 
future leave, but will be charged against earned or accrued leave. Requests for 
emergency leave are approved by the local commander, if you are stationed 
within the continental United States. If you are stationed overseas requests for 
emergency leave are approved by the Directorate of Military Personnel, Head- 
quarters USAF, except in those instances in which the oversea commander has 
firsthand knowledge that an emergency condition exists and may grant an 
emergency leave. 

(a) Emergency leave to visit outside the United States: Requests for leaves 
of this nature properly verified are normally approved. AFR 35-22 provides that 



















major commanders may approve visits outside the United States to certain for- 
eign countries. All other requests must be forwarded to the Director of Military 
Personnel, Headquarters USAF, Attn: 








Personnel Services Division, for approval. 
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(b) Extension of emergency leave when assigned to overseas command: Re 
quest the local chapter of the American Red Cross to investigate the case and 
forward a report to the Director of Military Personnel, Headquarters USAP, 
through the national headquarters, American Red Cross 

(c) Extension of emegency leave when asigned in the United States: Request 
the local chapter of the American Red Cross to investigate the case and forward 
the report to the commander of the station to which he is ordered to report upon 
expiration of the emergency leave 

(6) Morale leave.—Leave authorized by commanders in oversea areas to in 
prove the morale and welfare of Air Force personnel, is chargeable against 
accruable leave credits. Advance leave may be used to cover this type of leave 
This leave may be granted to visit foreign countries or the United States 

(a) Requests for extension of morale leave while in a foreign country will 
be made to the headquarters that issued the leave orders 

(7) Authorized delay en route.—<Authorized by installation issuing PCS or 
TDY orders, Authorized delays stated in orders will be counted as leave and 
so charged. Delay will not interfere with reporting date 


(c) Leave outside the United States 


All requests for permission to visit outside the continental limits of the 
United States while on leave are prepared and forwarded for approval in 
eccordance with AFR 35-22. 


(d) Pre@mbarkation leave 


Military personel scheduled for shipment overseas are encouraged to avail 
themselves of the maximum amount of leave standing to their credit Insofar 
as possible, 30 days’ preembarkation leave is normally authorized. In those 
cases where the member does not have that amount of leave accrued or standing 
to his credit, leave may be advanced by his commander to permit the taking of 
30 days as preembarkation leave. While the privilege of taking a definite num 
ber of days as preembarkation leave is not authorized by regulation, it is the 
policy of the Air Force to grant it. In some cases, military necessity may re 
quire an individual in the overseas areas on a date which will not permit the 
taking of this amount of leave. In all cases, the amount of leave granted will 
not interfere with the reporting date indicated in the overseas orders. 


15. LEGAL ASSISTANCE 
(a) Purpose 

The legal assistance program within the Armed Forces was established March 
16, 1943. Its purpose is to render personal legal service to all personnel of the 
Armed Forces. The relationship established between you, the service member, 
and the legal adviser is that of an attorney and client, and is confidential in 
nature. 

(b) Whom to see 

If, as a member of the Air Force, you have a problem of such nature that 
the services of an attorney are desirable or necessary, you are entitled to consult 
the nearest legal assistance officer attached to the Judge Advocate’s office, on 
any base. 

(1) Duties of the legal assistance officer—In most cases the legal assistance 
officer is a licensed attorney, or a person trained in law. The legal assistance 
officer is precluded by regulation from acting as your advocate (see AFR 110-4). 
He may act only as a counselor, and he may not appear before any civil court, 
board, or other tribunal on your behalf. He will also advise you on the im 
portance of wills and powers of attorney. 

(c) Wills and powers of attorney 

(1) Wills—The importance of one’s last will and testament should never be 
overlooked, as it will reflect your desires pertaining to beneficiaries, ete. Most 
State laws provide for disposition of the property or estate of persons who die 
without wills. Absence of a will, therefore, will result in disposition of your 
property in accordance with State laws, generally of the State of your legal do- 
micile. The only person who can counsel you adequately in connection with 
the preparation of any other legal documents is a lawyer. If you do not have 
a civilian attorney, it is urged that in all cases involving legal instruments, you 
see the legal assistance officer for the purpose of receiving advice and guidance 

(2) Powers of attorney.—A power of attorney is operative only during the life- 
time of the individual who makes the instrument. It can be general or specific 
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\ general power of attorney gives blanket authority to act in practically all 
cases, whereas a specific power of attorney usually is limited to one transac- 
tion. While it may occasionally be necessary for an individual to have a power 
of attorney, most service personnel do not need one. If you feel you need one, 
consult your legal assistance officer who will advise you, and if necessary, draw 
up a power of attorney for you. 


16. MEDICAL CARE 


(a) All necessary medical and dental care, including hospitalization, is pro- 
vided for you as a member of the Air Force on active duty as outlined below : 

(1) At Air Force, Army, or Navy medical-treament facilities. (Currently 
proper identification and need of care are all that is required.) 

(2) From other governmental ( Veterans’ Administration, United States Public 
Health Service, etc.) medical and dental facilities in an emergency or when 
medical-treatment facilities of the Armed Forces are not readily available. (A 
written request for treatment signed by your unit commander or other responsible 
officer should be provided the facility manager. ) 

(3) From civilian agencies in an emergency or when military or other govern- 
mental medical-care facilities are not readily available. (See AFR 160-53.) 

(a) In an emergency, no prior approval is required ; however, subsequent 
approval will be obtained from the proper Air Force commander as soon as 
practicable thereafter. 

(>) In other than emergency, prior approval should be obtained from the 
proper Air Force commander authorized to approve vouchers for payment. 

(c) Personnel A. W. 0. L. are not authorized civilian medical or dental 
care at the expense of the Air Force. 

(b) Dependents of Air Force military personnel on active duty are authorized 
medical and dental care as outlined below : 

(1) From Air Force, Army, or Navy medical-treatment facilities on an “ac- 
commodation availability basis” (the Navy does not normally provide dependent 
personnel with dental care except in emergencies). 

(a) For the purpose of medical and dental care in medical-treatment facil- 
ities of the Armed Forces, bona fide dependents include the wife or dependent 
husband, dependent children, and other dependent family members when 
such other family members are, in fact, dependent upon members of the 
Armed Forces (Air Force, Army, Navy, or Marine Corps) for over half of 
their financial support. Medical care for legally separated or divorced wives 
is not authorized. Illegitimate children will not be furnished medical care 
unless the children are actually dependent upon the military sponsor. 

(b) The term “accommodation availability basis” as used above means 
when necessary staff, equipment, supporting services, and bed space are 
available. 

(c) The medical or dental facility commander is solely responsible for 
determining the extent and type of care that can be made available to de- 
pendents in his facility. 

(7?) Application for dependent care should be made directly to the medical 
or dental facility commander concerned. It is recommended that the avail- 
ability of accommodations be ascertained prior to reporting to a facility 
for care. 

(e) The daily charge for hospitalization of a dependent in an Armed 
Forces medical treatment facility is at the established rate for the applicable 
fiscal year (the fiscal vear 1955 established rate is $1.75 per day). This 
charge is to be paid by the patient or the military sponsor upon whom the 
patient is dependent. The established rate per day currently applicable will 
be furnished by the medical facility commander upon request. 

(f) There is no charge for medical or dental care furnished dependents in 
medical treatment facilities of the Armed Forces who do not require hos- 
vitalization. 

(2) The Air Force is not authorized to pay any other governmental agency 
or civilian agency for medical care provided dependent personnel. 

(c) Widows (who have not remarried) and unmarried sons and daughters 
(under 21 years of age) of deceased Armed Forces personnel, whose death oc- 
eurred while on extended active duty or while in a retired status, are authorized 
care on the same basis as provided in (b) (1) and (2) above for dependents. 
Eligibility of unmarried sons and daughters (under 21 years of age) is effective 
whether the widow survives the deceased, or remarries. 
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INSURANCE FOR SERVICEMEN 





17. MORTGAGE 
For many years members of the Armed Forces have not been homeowners as 
a class, due to the fact that the exigencies of the service did not make it econom 
ically feasible. On the other hand private investors were reluctant to loan money 
to service personnel for the purpose of purchasing or constructing homes, due 


to the instability of their assignment. Following World War Il, those members 
who had a break in service were able to take advantage of the GI bill of rights 
for the purpose of acquiring homes. In many instances, homes were purchased 


without too much thought as to where the individual member should have 
acquired property, and for the most part the dwellings purchased were acquired 
for the purpose of meeting a temporary situation. 

Recognizing that the Air Force member, especially in the officer and noncom- 
missioned officer grades, is primarily “a family man,” the 83d Congress enacted 
legislation (sec. 124, Public Law 560, Housing Act of 1954, approved 2 August 
1954). This act provides a system of mortgage insurance for servicemen pres- 
ently on active duty, which has as a purpose to aid them in financing the con- 
struction and purchase of homes. It authorizes the Federal Housing Adminis- 
tration to insure loans for members of the Armed Forces and directs the services 
to pay the premium of mortgage insurance, which is normally paid by the bank 
or loan company, and ultimately passed on to the borrower. ‘This privilege is 
available to the members of the Armed Forces presently on active duty who 
have 2 years’ service (not necessarily continuous), and whose current tour of 
active duty is not for “training purposes only.” In addition the member must 
establish a need for housing (normally statement on certificate to that effect 
is all that is required). The member must also meet the criteria of an approved 
borrower from the standpoint of credit, income, and financial responsibility 
as established by the Federal Housing Administration. The property to be 
purchased or built must also meet the Federal Housing Administration standards 
of construction. This means the individual must be able to furnish good credit 
references and otherwise meet the qualifications of a borrower, the same as 
any other individual. Too, he must locate a bank or loan company who is willing 
to finance him in the acquisition of a home. The property to be purchased or 
constructed must be appraised by the officials of the Federal Housing Adminis- 
tration, in accordance with its regulations. The amount of money which may 
be borrowed cannot exceed 95 percent of the Federal Housing Administration’s 
appraised value of the property with a maximum mortgage amount of $17,100. 
For example, if an individual should desire to purchase a home and the selling 
price was $10,000, the Federal Housing Administration would have to appraise 
the home and if appraised by them at $9,500, the maximum amount which could 
be borrowed would be $9,025. The individual would have to pay to the purchaser 
all in excess of this amount. In this case, he would have to pay $500 (i. e., the 
difference between the selling price and the appraised value), plus $475 (5 
percent of the appraised value), as down payment. In those instances where 
the Federal Housing Administration appraised value and selling price are the 
same amount, an individual would have to pay down only 5 percent of that 
amount. 

In giving approval to loans, the Federal Housing Administration takes into 
consideration the income and record of earnings over a period of years of the 
borrower. They utilize a formula which establishes the maximum amount which 
an individual may reasonably be expected to be able to pay for the life of the 
loan. Example: An airman first class could not be expected to invest as much 
money in a home as a master sergeant who had a greater income and more 
anticipated ability of employment, unless of course the airman first class had 
an outside income or other basis which would indicate that he was as good a 
loan risk as the master sergeant. 

It should be borne in mind that the Air Force is not a lending institution and 
neither is the Federal Housing Administration. Each individual must negotiate 
for his own home, and the responsibility of the Air Force is to see that he is 
eligible for the benefits of the act and issue a certificate to that effect. After 
the loan is approved, the Air Force interest is to pay the mortgage insurance 
premiums (one-half of 1 percent of the amount of the mortgage, payable annu- 
ally) and to insure that when the member no longer owns the home, is discharged 
or separated from the service (except in the case of reenlistment), that a cer- 
tificate of termination of Air Force liability is issued and forwarded to the 
Federal Housing Administration. 
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Under certain conditions a member may receive more than one certificate of 
eligibility. In those instances where as the result of military orders or situations 
of an emergency nature, the refusal of such a certificate would create a hardship 
For example, where a member has used a certificate and negotiated a loan for 
a home and it subsequently develops that due to reasons of health of the member 
or someone in his household, it becomes necessary that he move to a different 
climatic area, the second certificate will be issued. Another instance is where 
a home has been acquired and is later destroyed by fire or other act of God. 
With this restriction upon the issuance of the second loan, it is imperative that 
personnel give due consideration to their application for a certificate of eligi- 
bility. For example, it might not be wise for a member to acquire a home merely 
for the purpose of residing a few months, unless it is one that he would want his 
dependents to occupy when he was in an oversea area or a home he would like 
to occupy at time of retirement. 

There is one other distinct advantage to the member in utilizing the provisions 
of this law in acquiring a home. As a general rule, the Federal Housing Ad 
ministration utilizes a method of arriving at appraised values of properties 
which are based upon the long-term economic value of a dwelling unit without 
reference especially to the present market value of the property especially in 
a critical housing area where values may be out of sight from the standpoint of 
the average member. The Federal Housing Administration will not make an 
appraisement or insure a loan that is based on other than the overall value 
of the piece of property. From time to time this value may be adjusted either 
upward or downward so there is very little possibility of an individual profit 
ing through speculation and any indication that an individual acquires a home 
for speculative purposes will be grounds for canceling his existing certificate 
and for the denial of any subsequent certificate. This does not mean that an 
individual cannot make a profit on his home should it develop he sells it, but 
he should hold any money received for the purpose of acquiring another home 
through conventional financing. 



























18. MOTION-PICTURE FACILITIES 


Military personnel are entitled to full motion-picture facilities and if not 


in 
uniform may gain admittance by presentation of approprate identification 
Reserve officers on duty for a period requiring assignment to quarters overnight 
may attend the Army or Air Force theater when so assigned 


19. NATURALIZATION OF ALIENS 


Public Law 86, 88d Congress, provides for the naturalization of aliens 
after June 24, 1950 and prior to July 1, 1955, actively served or actively serve 
honorably in the Armed Forces of the United States for a period or periods of 
not less than 90 days, provided such aliens were lawfully admitted to the 
United States for permanent residence, or were lawfully admitted ¢ 
United States otherwise than for permanent residence. The latter 


Who 


o the 
must have 
heen physically present in the United States for a single period of not less that 
1 year at the time of entry into the Armed Forces. Generally the provisions of 
Public Law 86 do not apply to aliens enlisted under Public Law 59 
Congress, commonly known as the Lodge Act 


7. Sist 









10. REENLISTMENT BONUS 





A new reenlistment bonus bill, Public Law 506, 88d Congress was signed 
16, 1954. This law amends the Career Compensation Act of 
authority for payment of larger amounts of reenlistment 
fore authorized to members otherwise eligible 

Generally, under Public Law 506, the bonus payable for the first reenlist 
ment is computed by multiplying an amount equal to 1 month’s | 
which the member was entitled on date of discharge or 
by the number of years for which the member reenlists. The bonus payable for 
the second, third, or fourth reenlistment is computed by multiplying an 
equal to two-thirds, one-third, or one-sixth of 1 month's 
by the number of years for which the member reenlist There are certain e: 
ceptions to this rule in some cases of members in grades F-1, E-2, and B-2, at 
ihe time of discharge. In determining the number 
enlisted, any reenlistment for which he 


July 


1949 and provides 
bonus than hereto 


asic pay to 


release from active duty 


Amount 
basic pay respectively 


of times a member has re 
was paid a bonus, as distinguished from 


an enlistment allowance, is counted as a reenlistment This includes reenlist 
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ments contracted prior to passage of Public Law 506 for whicl 
received. The cumulative amount payable under this law and pre 
authorizing payment of reenlist bonus may not exceed $2 Quest 
cerning reenlistment bonus should be referred to your pe! ¢ ffi 


21. SERVI MEN’S INDEMNITY ACT OF 


The Servicemen’s Indemnity Act of 1951, approved 
for automatic insurance against death for all persons 
Armed Forces, without cost to such persons, in the 
any amount of NSLI and/or USGLI in force at the t 
matic protection is ordinarily referred to as the inde 
vision. This indemnity coverage is granted automatic 
active service on or after June 27, 1950 his free 
on active service in the Air Force, including reservists 
when they are ordered to active or training duty f 
you are called to a¢tive duty for more than 30 days 
120 days after separation from active duty ro 
Service Act of 1948, this coverage begins as soon as you 
to report for duty 
Any person on continuous active duty for a period in 
granted a waiver of premiums on NSLI and/or USGLI 
in force upon written application therefor. Holders of | 
should continue to pay full premiums even though an applic: 
premiums of the pure insurance risk has been requested. In y 
holders may request a refund annually or leave the overpayment accumulate 
at 5-percent interest on NSLI policies or 34-percent interest on USGLI policies 
For those entering active duty on or after April 25, 1951, the first ums that 
may be waived are those falling due on or after the seco ‘ * the second 
calendar month following entry into active service. NSLI and USGLI policies 
under a waiver of premiums will be nonparticipating, that is, no dividends 
accrue While the policy is under such waiver status 
A periodic review should be made of your insurance prog 
larly important in the case of Air Force personnel who are 
service who may have riders on their commercial policie 
as to military service, aviation, and geographic location 


22. SOCIAL SECURITY SURVIVOR ENEFI 


Most active-duty personnel are unaware of the benefits 
survivors as a result of 1950 amendments to the Social 
benefits are briefly summarized as follows and may be take into cons 
in planning insurance estates for survivors. (This section is confined to bene 
available to survivor(s) or military personnel who die while on active duty 
All military personnel on active duty between September 16, 1940, and July 
1955, are given a credit of $160 monthly, provided that no otl periodic benefit 
is payable by a Federal agency for the same period of ac m Vy servi 
though they were employed in an industry and earning 
are no deductions made from military pay for this wage 
regardless of whether or not the member had ever been 
covered by the Social Security Act 
jenefits are available to the widow with minor child 
of the widow. However, when the youngest 
ments cease until the widow reaches the age of 65, 
time the widow will again become eligible for 
payments will continue until her death or remari 


at age 65 is eligible for social-security benefits 


ment, she may take whichever monthly payment 
If the military member dies leavi i 

monthiy benefits, dependent parent 

reach age 65. 


1 While the Social Security Act grants a $160 wa 
that in every case the average wage for benefit purposes 
account of the deceased member by the Social Security 
There are instances where the individual had social 
the service and in computing the average wage 
increased or decreased 
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Social-security payments are not extended automatically and the beneficiaries 
must make application to the nearest social security district officer. The Social 
Security Board will only pay retroactive payments for a 6-month period. For 
example, if a member dies and an application is not made until 12 months after 
death, the survivor could collect retrocative benefits for a period of 6 months 
only. Failure to make timely application results in loss of benefits for all periods 
of time. 


23. SOLDIERS’ AND SAILORS’ CIVIL RELIEF ACT OF 1940, AS AMENDED 


The purpose of the Soldiers’ and Sailors’ Civil Relief Act of 1940, as amended, 
is to provide for the suspension of enforcement of civilian liabilities in certain 
cases of persons in the military service of the United States. It is not a panacea 
for all of the ills of a serviceman arising from contracts or other civil liabilities, 
It does protect the serviceman from multiple taxation which may be levied 
against his income or personal property, and it may protect him from lawsuits 
in certain cases. The act is complex and not capable of brief explanation. In 
the event a serviceman is confronted with a problem involving his civil rights, 
i. e., contracts, lawsuits, taxes, etc., he should always consult his legal assistance 
officer with the view of ascertaining his rights and liabilities under the Soldier's 
and Sailors’ Civil Relief Act of 1940, as amended. 





24. SOLE-SURVIVING SON ASSIGN MENT OF 


(a) A sole surviving son of a family will not be assigned to duties normally 
involving actual combat with the enemy in cases in which the father or one or 
more sons or daughters of such family, as a result of hazards incident to their 
service in the Armed Forces of the United States since September 16, 1940: 

(1) Have been killed, or 

(2) Have died as a result of wounds, accidents, disease, or 

(8) Are captured or missing in action status, or 

(4) Are permanently 100 percent physically disabled as determined by the 
VA or one of the military services, are hospitalized on a continuing basis, and 
are not gainfully employed by virtue of such disability. 

(b) The above stated policy precludes the assignment of a sole surviving son 
to a combat area, but does not preclude his assignment to an oversea base or 
station, nor does it otherwise entitle the individual to any special assignment 
consideration. This policy applies to all officers and enlisted personnel except 
officers of the Regular Army and Regular Air Force. 

(c) Application for reassignment of a sole surviving son may be made by 
the serviceman himself to his commander or by one of his parents. The appli 
cation should be directed to the Director of Military Personnel, Headquarters 
USAF, Washington 25, D. C. In all instances the application should include: 

(1) Name, rank, service number, and branch of service of the member or 
members of the family previously lost or currently in a captured or missing-in- 
action status. 

(2) An affidavit of the parent that the son in question is a sole surviving son. 

(d) The parent’s request will not be honored if the individual concerned 
waives his right of nonassignment to a combat area. 


25. STATE BONUS 


At the present time many have authorized and are paying or have paid a 
maximum bonus to eligible servicemen, veterans, or to the next of kin of de- 
ceased servicemen of World War II; in some instances veterans of the Korean 
conflict are eligible. Since each State has different provisions and requirements, 
your personal affairs or unit personnel officer has this information. 





27. TRANSPORTATION SERVICES 


(a) Change of station 


The Air Force provides transportation when you are transferred from one duty 
station to another. A transportation officer arranges for your transportation by 
air, railroad, or bus, whichever is best suited for your travel. It’s the transporta- 
tion officer's responsibility to see that you arrive at your destination on time and 
in a manner as authorized by Air Force regulations, and you should get his advice 
whenever you are traveling for the Air Force. 
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(b) How to obtain transportation 


When you are ordered to travel for the Air Force, you are given travel orders 
which indicate where and when you are to report for duty. A copy of your travel 
orders are necessary to obtain transportation from your transportation officer 
From your travel orders, he will determine how you are to travel. You will be 
given a Government transportation request, which is similar to a check, but can 
only be used to obtain air, rail, or bus tickets from the transportation company 
indicated on the request. When you present a Government transportation request 
to an air, railroad or bus company’s ticket agent, he will give you the tickets nec- 
essary to complete your journey. When you have signed your Government trans- 
portation request and received your air, railroad, or bus tickets, it is your re- 
sponsibility to proceed to your duty station. Your transportation officer will 
instruct you in how to use a Government transportation request and in other 
details of your travel. If you are traveling with a group, your group leader will 
be in charge and will be instructed in transportation details, and will handle the 
transportation request for the group. 


(c) Lost Government transportation requests; lost air, railroad, or bus tickets 


If you lose your Government transportation request or tickets, you must either 
replace them at your own expense, or obtain additional transportation from t 
nearest military transportation officer. If you are given additional Government 
transportation requests, their cost will be either deducted from your pay or you 
must agree to reimburse the Government. 


e 
h 


‘ 


(ad) Travel of dependents 

Dependents are authorized to travel at Government expense when the member 
is an officer, or an airman in pay grades E-7, E-6, E-5, or E-4 with 7 or mor 
years’ service, and in connection with a permanent change of station. There are 
other restrictions on dependents’ travel Oversea, or under special circumstances 
If your dependents are authorized to travel, your transportation officer will ar- 
range for their transportation and give them all the assistance he can. 
(e) Shipment of household goods 

Household goods may be shipped by officers, or airmen in pay grades E-7, B-6, 
E-5, or E-4 in connection with a change of station. There are restrictions an 
entitlements on the shipment of household goods depending upon varying circum 
stances. Contact your transportation officer for details. 


(f) Shipment of personal baguyage 


When you travel to new duty stations, you will have in your possession your 
personal effects and clothing which will accompany you on the mode of trans 
portation used. Your air, railroad, or bus ticket entitles you to check your 
baggage for transportation to destination. Although the weight of baggage which 
may be checked without charge may vary, the allowance is usually sufficient to 
include the bags or luggage which you normally carry. You are given a baggage 
check by the baggage agent at point of origin which is surrendered to the baggage 
agent at destination in exchange for your baggage. It is your responsibility to 
pick up your baggage from the carrier unles you are instructed otherwise. If 
your baggage has been delayed, give your baggage check to the transportatio1 
officer for his assistance. If you have any questions regarding checked bagg: 
service, see your transportation officer. 

(g) Travel in leave status 

If you travel solely in connection with leave, transportation is purchased at 
your own expense. If you need transportation to your duty station after leave, 
and you cannot purchase the necessary tickets for lack of funds, report to the 
nearest military installation for assistance. 

(h) Shipment of privately owned auto overseas 

Upon receipt of either sponsor’s orders or dependent’s travel orders, it is 
suggested specific information concerning the shipment of a privately owned auto 
be secured from the transportation officer who is designated to assist in the 
shipment of household goods. 

Autos to be shipped at Government expense on surface carriers (ships) are 
placed on a priority list as of the date of physical acceptance at the appropriate 
port of embarkation. 


55873 —55——_30 
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Arrangements and expense of moving auto to and from ports of embarkation 
or debarkation are the responsibilities of the owner. There is no authority for 
shipment of privately owned auto at Government expense. 

At the time the vehicle is delivered to the port, sponsor or dependent is required 
to present to port authorities two copies of orders (either sponsor’s orders or 
dependent’s travel orders) and certification that the vehicle is free from encum- 
brances or permission has been granted by the lienor to take the vehicle outside 
the continental limits of the United States. Appendix to AFR 75-59 provides 
sample forms for certification. 

Mr. Carnes. Are the classes indoctrinated? When the people enter- 
ing the Air Force receive their basic training are they indoctrinated 
in this field of survivor benefits, or anywhere along the line are they 
actually instructed in it? 

Major Howarp. I don’t know if they are instructed in it, sir. When 
they first come in the Air Force they are required to fill out this per 
sonal affairs statement and at that time the counselor explains to them 
“The reason this has to be accurate is because it is for your bene- 
ficiaries. We want to make sure you have everything down here so 
your beneficiaries will receive everything coming to them, such as 
servicemen’s indemnity insurance,” and so on. 

Mr. Carnes. When was this program first put into effect, this 
casualty assistance program / 

Major Howarp. I would have to check for the exact date. 

Mr. Carnes. Approximately / 

Major Howarp. | would say 4 or 5 years. 

Mr. Carnes. Has it been recognized within the Department of 
Defense as its having been a highly successful program or is it some- 
thing isolated within the Air Force in which you take pride? 

Major Howarp. I would hesitate to answer that, sir. 

Mr. Harpy. You are modest for the Air Force. 

Major Howarp. Not for that reason, sir. He said “Department of 
Defense.” I am at a lower level than that and I would rather not 
answer it. 

Mr. Carnes. The Air Force takes a great deal of pride in it, 
anyway ¢ 

Major Howarp. Certainly. 

Mr. Carnes. Are there people in similar positions in the other 
services who are aware of the success you have had with this casualty 
ussistance progr: ami ¢ 

M: vo Howarp. My counterparts in the other services, yes. 

Mr. Carnes. Do they all have a program comparable to that of the 
Air Force ¢ 

Major Howarp. I wouldn’t say it was comparable sir, but they 
have a similar type program. 

Mr. Carnes. I think you have been very helpful. 

Mr. Bares. I don’t know if the last statement is consistent with the 
facts, because some of the evidence we have indicates some are merely 
in the lowest experimental form at the moment concerning such a 
program. 

Major Howarp. | would prefer that you got that information from 
the other members of the service. 

Mr. Bares. It is already in the record. 

Mr. Carnes. We appreciate your help. 

Mr. Bares. Thank you very much, Major. 

further witnesses ¢ 
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Mr. Carnes. Mrs. Alexander from California appearing as an ind1- 
vidual witness. 

Mr. Bares. All right. 

Mrs. Alexander, come up, give your name to the reporter and the 
organization you represent, if any. 

Mrs. Alexander, the committee intends to adjourn at 12:30. You 
can have the next 15 minutes. 


STATEMENT OF MRS. THERESA E. ALEXANDER, LEGISLATIVE 
CHAIRMAN OF THE SAN DIEGO COUNTY CHAPTER, PRESIDENT 
OF THE SOUTHWEST REGION, AND MEMBER OF THE BOARD OF 
DIRECTORS OF GOLD STAR WIVES OF AMERICA, INC. 


Mrs. ALEXANDER. Suppose we see if I can get through in 15 min 
utes. It is perfectly all right with me to let you people rest now 
and I will come back later, because I wouldn’t want to be rushed. I 
came all the way from California and 1 wouldn’t want you to feel 
there is no time to ask questions. 

Mr. Bares. The only point I was trying to make is that we would 
have to interrupt and hear you later on at 2 o'clock. 

Mrs. Anexanper. Whichever is convenient to you. I feel I 
wouldn’t want to come all the way in and not be able to tell you my 
story. 

Mr. Bares. I hope you didn’t get that impression. Many of us 
have plans for 12:50. If you would prefer—— 

Mrs. ALEXANDER. We will go on and make use of every minute. We 
are all very busy. 

Mr. Bares. Why not proceed until 12:30? 

Mrs. ALEXANDER. Fine. You stop me when it is 12:30, won’t you? 

I am Mrs. Theresa EK. Alexander, legislative chairman of the San 
Diego County chapter, president of the southwest region, and mem 
ber of the board of directors of Gold Star Wives of America, Ine. 

The membership of the San Diego County chapter of Gold star 
Wives of America, Inc.., consists of widows of enlisted and commis 
sioned servicemen from all branches of the Armed Forces who served 
either as regular career men or as members of the 
ponents of our uniformed services. Ours is one of the larger chap- 
ters of Gold Star Wives. Its membership for the 1954—55 fiscal vear 
is well over 200. In view of the fact that servicemen’s widows 
properly classified asa minority group—since mahy more serviceme! 
came back alive than were lost in action be] 


Reserve com 


are 


we bDelleve oul chapter - 
large enough to olive a 200d cross-section opl Lion on the inequities 
death compensation laws governing survivors of men 
lives while on active duty or as the result of 
juries. 

Death compensation laws administered by the Veterans’ Admin 
tration, under which survivors are compensated 11 


who lost. their 


se TV1ICe-COnNe ted 


1one equ i} sum re 
rardless of the salary of the serviceman on whom com) 


pensation 


based, date back to the early pension laws of the Color 
(veneral Compensation Law enacted by the First ¢ ongres co 
‘ept. Since that time many changes have taken place in our mode of 


living as well as in social legislation. Therefore, v ] 


t ire whole 
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heartedly in accord with the purpose of this select committee and are 
grateful for the opportunity to express our views on the present 
method of compensating survivors. 


EQUAL COMPENSATION 


We believe the present practice of compensating survivors of mili 
tary personnel in equal amounts, as spelled out in Public Law 356, 82d 
Congress, and Public Law 695, 83d Congress, should be discontinued 
because it does not, in fact, compensate equally. For instance: Under 
Public Law 356, 82d Congress, one widow’s living standard may be 
reduced 75 percent of her “husband? s salary and another widow’s liv 


} 


ng standard may be reduced as low as 10 percent of her husband’s 
alary. 


SOCIAL SECURITY AND FREE INDEMNITY INSURANCE LIMITATION 


Inequity is further reflected in regard to time of the serviceman’ 
death. If the surviving widow and two children became eligible for 
death compensation during the Korean conflict they receive: 

Amount per month 
Administration compensation ; $150. 00 


(full coverage) 128. 00 


92. YO 
270. 00 


y been entered on the compensation rolls be 
fore September 16. lf U. 1 Wo ild not be eligible for Social 


vivors nefits and, since not all servicemen could afford $1 


1 


- insurance annuity ( l4 or ] 
! ‘ ’ » exhausted. If there was 
coverage, made pa’ » for |] years and thereafter until de: 
family’s mo ly income Id be 


{ 
1 
} 


Source: Amount per month 
Veterans’ Administration ympensation 


Insurance (estimated) 


Total monthly benefits for widow and 2 


Difference in benefits due to time of de: 


STATE EDUCATIONAL LIMITATION 


The surviving parent is always concerned al out her childre n’s edu 

ite The widow eee $195 a month in benefits finds that the 
State law limi ooo ational assistance to war orph: uns and to children 
whose father died of war-service injuries. The . w receiving 
370.90 a month in benefits is entitled to educational assistance for 
herself and children if she resides in a State sponsoring such a pro 


oTam. 


~. 


WIDOWS WITHOUT DEPENDENT CHILDREN 


The same inequities hold true in the case of widows without de- 
pendent children, when Public Law 695, 83d Congress, is applicable. 
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The widow over 65 years 6ld whose husband was lost during World 

War II or the Korean conflict : 

Source: Amount 
Veterans’ Administration compensation $87 


Social security (full coverage), about +4 
National service life insurance, about 50 


Total monthly benefit, World War II widow 181 
The widow over 65 years of age whose husband w: in World 
War I would receive: taal 
moun 
Source: Veterans’ Administration $87 
Due to the fact that compensation after World War I was so low 
widows of World War I, in many instances, have no more income from 
Government life insurance. Where annuities from life insurance 
are no longer payable, there is a difference of $94 a month between 
the income of the widow of World War I and the widow of World War 
II or the Korean conflict. The serviceman whose widow is rece 
$181 a month may have been a general or an admiral 
LO years of military service. Had these senior officer 
lect their retired pay it would have been much more t} 
the widow’s death compensation, Retired pay wo ld | 
on salary and tenure. 


PHYSICAL DISABILITY 


Had either of these senior careel milit iry office! 
retired their disability compensation—under the 
time they took their oath of office—would have 


salary at time of being released from the 

been i) percent of the servicem in’s ba 

the S87 death compensation for the survivil wv 

in a plane crash one senior officer was killed and t 
later retired for physical disability, the inequity 
disability and death is: Senior physically retired 
basic pay; widow of senior officer killed, $87 a mont 
salary or tenure. 

Death in line of duty is also total disabi! ty. The 
tion for death should be based on salary for the 1 
vivors—as it is for the survivors of other employee 
Government. The military man is a Government en 
sense—just as career Federal civii-service employ 
Congress, and Federal judges and justices. 


WOMBLE COMMITTEE RECOMMEND 


To correct inequities between m litary and nonn tary person! e] 
of the Federal Government the Womble Committee recommended that 
compensation for military survivors be based o1 ie serviceman’s 
salary. It is our understanding that the recommendation applied only 
to future survivors and not those presently on compensation rolls of 
the Veterans’ Administration. This limitation would : another 
inequity to those which already exist due to the limitation of the 
Social Security Act amendments of 1952, and the limitation of the 
Government free indenmity insurance. 
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Further, although the committee recommended that compensation 
for survivors be based on salary, the percentage of salary diminishes 
with seniority—the survivors of servicemen in the higher pay grades 
receiving as little as 35 or 36 percent of pay; while the widows of ser 
icemen in pay grade I-1 receive 60 percent of the pay. We believe 
that an equal percentage should be given to all survivors. In the lowe: 
erades—where pay Is less than $250 a month—for compensation pul 
poses it should be considered to be $250 a month. 

Under the Federal Employees Compensation Act, Public Law 267, 
64th Congress, compensation for death in line of duty is 45 percent of 
full salary for the widow alone; the widow with 1 child receives 55 
percent; with 2 children 70 percent; and with 3 or more children 75 
percent, but in no instance more than $525 a month. If the same 
percentages were app ryhied pape of military personne | the widow 
of a serviceman in the E-1 pay grade would receive: 


The Tinh compensation under the Federal Kmployees Com 
pensation Act for a widow is $112.50 a month. Inasmuch as widows 
vith children were not given an increase by Public Law 695, 83d 
(‘ongress, the increase reflected under new legislation would correct 
this oversight. 

We feel that new legislation should not cause any widow to receive 
iess money than she is presently receiving due to the loss of he 
husband. Therefore, a saving clause should be included whereby 
widow may error to remain under the present V A-social-security 


system. Such choice is presently extended to widows of certain re 
servists whose « ompensation from the Veterans’ Administration would 
be oreater than that eranted under the Federal I mi} lovee 3 Com 
pens ition Act. This would protect the widows W ho | nave mi: ide long 


range commitments based on their present income. 


SOCIAL SECURITY 


The Womble Committee further recommended that in the future 
when compensation for survivors is on a percentage-of-pay basis 
social security coverage for serviceme} should be on a contributory 
basis. We feel that such contributions should be required only from 
enlisted personnel. Military « ‘areer personnel] should contribute to a 
“funded” retirement system the same as other emp rloyee s of the Fed 
eral Government. This would enable career servicemen to build up 
survivorship protection for dependents throughout their career, in 
stead of the present plan under the Contingency Act. The reductio1 
from active-duty pay to retired pay, plus the deduction under th 
Contingency Act is not practical in all cases. 
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UNFUNDED RETIREMENT 


The Hook Commission, in its 1948 report, stated that an amount 
approximating 344, percent of the payroll is set aside for retirement 
purposes. It further stated that this money is not funded because 
unlike private industry—the Federal Government is not likely to go 
out of business or dissolve and, therefore, funding retirement money 
for military personne! would be ul eles bookkeeping. In establishing 
a funded retirement system for career servicemen and a contributing 


SOM ial CCUPITS s\ stem for enlisted servicemeh Wwe believe all unfunded 


retirement money accumulated to a serviceman’s credit should be 
credited to his funded retirement when it is established. 

Mr. Bares. I think that is as good a place as any to stop. 

We would like to have you back here at 2 o’clock. 

The meeting is adjourned until 2 o’clock. 

(Committee meeting adjourned at 12:30 p.m. until 
same day.) 


) 


p. Mm. 


AFTER RECESS 


The committee resumed, pursuant to the taking of the recess, Hon. 
Wilham H. Bates (chairman) presiding. 

Mr. BATES. The meeting W ill come to order. 

When the committee recessed at 12:30, Mrs. Theresa E. Alexander, 
representing the Gold Star Wives of America, Ine., was proceeding 
with her statement on page 5, and I think you were ready for para 
graph 3. 


STATEMENT OF MRS. THERESA E. ALEXANDER—Resumed 


Mrs. ALEXANDER. Further, we feel that widows with minor children 
who do not now receive social-security survivors benefits because death 
of the husband occurred before September 16, 1940, and widows with 
minor children who now receive social-security survivors benefits shall, 
in view of the deceased serviceman’s unfunded retirement credit, be 
considered covered by social security and in all instances receive the 
same social-security survivors benefits as the survivors of those service 
men who will contribute to the system under any new legislation, 
This should also apply to all servicemen’s widows who are over 65 
years of age and not drawing social-security survivors benefits be- 
cause death of the husband occurred before September 16, 1940. 

Further, we feel that when a funded retirement system is established 
for career servicemen the survivors who are not now entit led toa pen 
sion because income from sources other than Government is more than 
$1,400 a year, or $2,700 a year where there are dependent children, and 
widows receiving a pension under Public Law 698, 83d Congress, be 
cause income is less than the above amounts, should be included and 
receive the same benefits as widows of retired personnel would unde1 
the funded retirement plan when it is established. 


LIFE INSURANCI 


We concur with the Womble committee recommendation that. if 
death compensation is based on a percentage of salary that in all 
future cases the present Government free indemnity insurance should 
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be replaced with Government group life insurance, monthly premiums 
to be taken from the serviceman’s pay. 

We also concur with the recommendations of the Strauss committee 
that insurance for servicemen should include a double indemnity clause 
and, in event of untimely death, the survivors receive double the face 
value of the policy. 

We also feel that in view of the reduced purchasing value of the 
dollar Government insurance should be made available in amounts 
as high as $20,000 instead of the present $10,000 limitation. 


MEDICAL CARE 


We concur with the recommendations of the Moulton committee 
whereby medical care for dependents of active, retired, and deceased 
members of the Armed Forces who cannot obtain medical care at a 
Government facility within 25 miles of their home can obtain such 
treatment from private doctors, or at private hospitals, by paying $10 
of the cost of each illness and, when hospitalized, 10 percent of the 
total medical bill. 


COST-OF-LIVING INCREASE IN COMPENSATION 


Due to the long time that elapses bet ween cost-of-living increases we 
feel Congress should take immediate steps when it convenes in Janu- 
ary to adjust military pay so that it will include the total increase in 
the cost of living as reflected in the Labor Department’s Consumers’ 
Price Index. Congressman Bob Wilson, of California, will introduce 
such a bill. When a true adjustment has been made in military pay 
we believe the pay scale should then be made subject to adjustment, 
either upward or downward, so that pay will automatically increase 
or decrease in line with living costs, as reflected in the Consumers’ 
Price Index. 

Further, so that compensation for servicemen’s survivors may also 
be automatically adjusted, we feel that the new compensation rates 
should be based on the new pay rates as soon as they are established. 
Like pay, death compensation should automatically keep pace with 
the Consumers’ Price Index. Such adjustments could be made an- 
nually, on either a calendar or fiscal year basis, and included in forma] 
requests for appropriations submitted to Congress. Insofar as death 
compensation is concerned, all survivors would then receive the same 
amount, based percentagewise on pay, irrespective of the date of death 
of the serviceman on whom compensation 1s based. 

Cost of compensation : In computing the cost of a modern compen- 
sation system, based on salary, we hope this committee will bear in 
mind not only the loss of a loved husband and father, but also the 
monetary loss that each family must take when full pay stops and 
compensation begins. If the total cost of the new plan is estimated to 
be $500 million it would average less than 3 cents a day from each of 
the 50 million taxpayers in the United States; or 8 cents a day to 
raise over $1 billion to meet this obligation to the survivors of the men 
who gave their lives in the service of our country. 

The compensation increase made possible by such an appropriation 
would still leave the family in a lower income bracket than the one 
before death took place. If the widow with dependent children could 
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maintain a proper home for them by being only a “homemaker” and 
not a “breadwinner” as well, we believe there would be more oppor- 
tunity for the widow to rehabilitate herself in a new marriage. When 
the widow is both breadwinner and homemaker there is very little 
opportunity to have social engagements. In our chi apter widows re- 
ceiving compensation under the Federal E mployees Compensation 
Act remarried in less than 2 years and the marriages are happy ones. 
Widows receiving compensation from the Veterans’ Administration 
remained “widows” for longer before they remarried. These mar- 
riages, in some instances, were not as happy and several ended in 
divorce within a year. 

Widows of Spanish-American War veterans whose second marriage 
ends due to death of the husband or as result of divorce not due to any 
misconduct on the part. of the wife, can be reinstated on the pension 
rolls. We believe if this reinstatement were extended to all widows 
that more would be willing to remarry. Many of them hesitate at the 
altar because if the marriage dees not succeed the widow would be far 
worse off than at present. 

Disability compensation: Veterans with a disability compensation 
as high as 50 percent or more, have been rehabilitated through the GI 
bill training and earn as much as any able-bodied man doing the same 
type of work. Veterans admit that GI training has added to their 
material welfare, and has paid dividends in many other ways. Dis 
abled veterans do not lose their compensation when they marry or 
remarry. The only effect marriage may have on the disabled veteran’s 
compensation is that it increases his depende ney allowance. If the 
disabled veteran marries a woman with minor children and he adopts 
these children, they too can be claimed for additional allowances 
when the veteran’s disability is 50 percent or more. 

Unlike veterans, survivors of deceased servicemen were not oiven the 
privilege of educational benefits of the GI bill of rights. However, fol 
lowing the husband’s death many widows had to become the bread- 
winners of the family to supplement death compensation which was 
insufficient to provide for the family’s needs. 

We suggest that this committee obtain a breakdown of the cost of 
the GI bill for education and rehabilitation, the cost of compensation 
for disabled veterans, and the cost of the VA hospital program for vet 
erans. Compare this with the cost of the survivor benefit program. 

Cost of survivor benefit program: In his annual report ending the 
1947 fiscal year, the Administrator of Veterans’ Affairs estimated the 
average monthly value of compensation for survivors of World War 
Il deceased servicemen was $70.68 per case. This included widows, 
children, and dependent parents. This committee can obtain more 
up-to-date estimates from the Veterans’ Administration. 

The man who was lost in action is not a medical expense to the Gov- 
ernment. In many cases his survivors do not live near a Government 
facility that has medical care available to surviving dependents. With 
out training the earning capacity of widows is very limited, and from 
this limited salary the cost of child care must be deducted, as well as 
income tax. 

When considering the cost of a new type of survivor benefit program, 
we hope consideration will also be given to the loss that each family 
has suffered ; not only the loss of a loved one that no amount of money 





16S STUDY OF SURVIVORS BENEFITS 


can bring back, but also the loss of earned income that would have been 
available to each family under far happier circumstances than the con 
pensation to which this committee feels survivor Hay be entitled 

Morale: We further believe that a realistic, modern death com 
pensation law will do much to help build up the morale in the Armed 
Forces. If a well-deserved military pay increase | cranted by the 
s4th Congress, then competent men will again be willing to make 
military life a career. In view of the many lives that have been 
sacrificed to keep this Nation free we believe that today—more than 
ever before we need the Nation’s best manpower to defend our 
selves. The might of our Armed Forces is the insurance policy for 
our free way of life. We hope that it will never be necessary for 
this Nation to again go to war. But if war cannot be avoided we 
must be ready with arms and men second to none. Should this come 
about we hope that those who must sacrifice their lives in combat 
will do so knowing that a grateful nation will not shirk it pledged 
responsibility to those who must die in battle. Military men are 
just as human as nonmilitary men. That they love their familie 
is borne out in letters that were sent from prison camps, where 
amidst peril and starvation—their thoughts were about the welfare 
of each member of their family. They looked forward to a happy 
homecoming- a homecoming which did not materialize in all case 

After the promises that were made before victory wil Won-Can 
you sell them short ? 

The naval career of Adm. Mare Mitscher has recently been pub 
lished under the title “The Magnificent Mitscher.” It is required 
reading at the United States Naval Academy. Would Members of 
Congress be proud if it included the fact that hi vilow receive 
the magnificent sum of S87 as death compensation / 

Mr. Bares. Thank you very much, Mrs. Alexander. Can you tell 

something about the compo ition of these 200 people who belong 
to. your organization / 

Mrs. ALexanper. Yes, sir. We have in our organization wido 
of men who were in all components of the Armed Forees; Marine 
Corps, Army, Navy, Air Corps, and Coast Guard. 

Of course, in between those gradations we have all the other grade 
They are Reserves of Army. 


Serves of Navy ‘| ney are Re erve 
iey are Reserves who died in World 


, 
at 
| 
! 


rves who died if} the Korea conflict 


vho died m World Wat a 
War I] And they are Ress 
They are widows of men who received compensation a Reser 
inder FECA. They are widows of men who were Reserves in the 
Navy and who. although lost i Korea, do not receive compensat 0 
inder FECA. 

I feel we probably represent a segment of every branch of 
service. 

Mr. Bares. Do you have as many enlisted men’s widows 
do officers’ widows? 

Mrs. ALeExanperR. At present we have more enlisted men’s widov 
When we first organized in 1951 we did have more widows of office: 
The we had 60 membe1 Ss. and about 90 perce! t of them were office 
widows, 

The reason for that was because we had been hurt most in los 
compensation. We were most concerned in getting our compensati 


necreased. Therefore, each widow pledged that she would bring 
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another widow into the organization. As we grew and the word 
pread and we got enlisted men’s widows in, then we told the ent ted 
men’s widows to do the same \t present I believe we have about 60 
percent enlisted and about 40 pereent officer 

Mr. BATES. Do the enti ted men’s widow believe there hould be a 
different seale of pay and compensation ¢ 

Mrs. ALBXANDER They do not object when it 1 explained to them 
At first they do object, They feel that they hould not get less, but 
when we explain to them that, after all, where their living tandard 
had not been reduced except by perhap 10 or 2O percent and ours wa 
reduced by Wor SO percent, would they not, mm our po ition, also feel 
an adjustment should be made? They agree an adjustment should be 
made, They are not tn opposition to anything that we request, except 
that they feel that they should not receive less than what they are 
recelving: now, 

Inasmuch asthe FECA | concerned, those widows that come under 
FECA can choose under the Veterans’ Administration program or 
the FECA. They feel that they, too, should be given a choice because 
they would not like to receive less, but they do not object to us going 
out and asking for what we feel we should be entitled to 

Mr. Bares. Mr. Carnes. 

Mr. Carnes. Mrs. Alexander, one of the statements on page 1. 
in the last paragraph, is where you say 

We feel that new legislation should not cause any widow to receive less 
money than she is presently receiving due to the = lo of her husband 

L think the chairman of the committee and the members of the com 
mittee have stated and restated that the committee subseribe to that 
ame philosophy. 

Mrs. \l EXANDER, Thank you very titi hy I was not aware of any 
thing. My first appearance was this morning. When this report wa 
written I had no idea what had been expre ed in the committee 

Mr. Carnes, | just wanted to tell you that the committee has stated 
Its position on that point. 

Mrs. ALexanper. Yes, 

Mr. Carnes. It seems that one of the large issues you make in your 
tatement is the disparity that exists because of date of death You 
state just because a man happened to die in 1939 that the widow 
does not get the same thing she would get in 1941. You realize, of 
course, the problem that Congress has as it ends one program and 


starts another one. Are you suggesting that in every program such 


as you suggest, like that in your statement, that there be an election for 
those people who are already on the existing compensation rolls to 
vet the benelit of the higher benefits ? 

Mrs. Avexanper. | think they should all be eligible to be covered, 
Mr. Carnes. Then if they are told what they would get under the 
new program if that is less than what they feel they are geting now 
then they should make the election as to which system they would like 
to be under. 

Mr. Carnes. That is something that the committee has considered 
at great length. One of the problems arising is this Mrs. Alexander: 
What about the widow who received a $10,000 lump-sum national 
service life insurance policy? It may have been an extra-hazard case. 
You know that the Government pays the face value of that policy, and 
not the SLI fund. 
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It might be another widow, since the beginning of the gratuitous in 
demnity, who has received each month the $92.90. One of the things 
that concerns a free election, so to speak, is the fact that some of the 
widows would have gotten a great many of the higher benefits and 
they would also make the election when it became advantageous to 
them. ‘That is,a widow may not make the election until the end of the 
10 years, when the $92.90 runs out. To that extent it would not be a 
free election but it would be an election where the widow would get 
the possible maximum that is payable to her at any particular time. 

Do you follow the point? 

Mrs. ALEXANDER. | follow the point. 

Mr. Carnes. It raises a serious problem. 

Mrs. ALEXANDER. You have so very many programs that simply 
take one segment of a group, and they are all different. 

I think if the committee or somebody would want to study it and 
say: 

Supposing they had all been able to take only one thing, like, for instance 
NSLI insurance. Under that program they would have received so much 
Therefore, so much would still be due them. 

Although they have already collected it you could still figure it out, 
as to whe ther they could or could not. 

Mr. Carnes. That would result in an adjudication of every indi 
vidual survivor case for how long a period of time? Tow long would 
you desire to go back? Would that not create a great administrative 
task ? ‘ 

Mrs. ALExaAnpER. Why would it be each case? For instance, if 
you had 300, 400, or 1,000 widows who all got the $10,000 in a lump 
sum, although that would be 1.000 cases it would be one case. You 
would handle each one the same. 

Mr. Carnes. If you try to put some minimum floor on it, and stick 
with that, in order to find out what benefits addition: ally people may be 
getting, compared to today, it would be inc umbe “nt upon the Veteran 
Administration to virtually adjudicate every case again, would it not 

Mrs. ALEXANDER. Perhaps it would, in a way, but I do not see why 
it could not be worked out. It might take a lot of figuring, but we 
have a lot of figuring machines. It would not take too many man 
hours, I do not believe. 

What we are trying to do is to give some right kind of living stan 
dard to people who have not had it for a long time. 

We have very many widows, Mr. Carnes, whose husbands died dur 
ing the national emergency or before the national emergency, while 
they were training on the west coast in aircraft. When we are = par- 
ing for a war we must train men. Some must die. And they should 
not be penalized because it was not exactly war. 

Yet they do not get educational benefits. They do not get very 
many things available to the war widow, simply bec: ause there is this 
line of demarcation. I think where there is death, whether it is war 
or peace, that the w idow should be entitled to the same thing, if it was 
an untimely death. 

Mr. Carnes. The point you are making and the point you made in 
your statement is that your organization feels that the Government 
is not doing the same thing to the same degree for surviving widows 
or survivors as it is doing for those people who have returned from 
the service? Is that the point? 
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Mrs, ALexanprr. That is true. I believe you do give the veterans 
more. 

Please understand: We do not object to what you give to the vet- 
erans. We simply point it out as a comparison that death, too, is 
total disability. If you give a veteran who has lost both his hands and 
both his legs $420 a month, if he marries he gets an additional allow- 
ance, as far as $470 a month for his dependents. You have also given 
that veteran under the various legislation $10,000 to buy a home. 
You have given him $1,600 to buy a car. And you give him appli- 
ances and medical care, which is fine—and I am proud you have 
done it. 

But, on the other hand, when the baby was born, of the man who 
was killed, that baby did not know how to use its hands and legs, 
although it had them. It was just as much of a case to the mother as 
a husband would have been who lost his hands and legs. 

Did you, instead of the $10,000 house, buy a $10 baby pen? Did you, 
instead of the $1,600 car, buy a $16 baby carriage? Did you, instead 
of the two new sets of appliances, buy a dozen triangles? 

Mr. Carnes. Mrs, Alexander, we are just merely trying to explore 
some of this. 

Mrs. ALEXANDER. Surely, but that is your comparison. 

Mr. Carnes. Have you or your organization had an opportunity 
to see part 2 of the Kaplan Committee report ? 

Mrs. Avexanper, I have the Kaplan Committee report. 

Mr. Carnes. Do you have part 2, which deals with survivor bene- 
fits, where they suggest paying the widow a minimum of $125, and 
where they have definite survivor-benefit scales for survivors predi 
cated on a man’s pay? Are you familiar with that approach ? 

Mrs. ALexanper. Lam sorry; Lam not familiar with that particular 
part of it. I would like to study i it, and I would be happy to reply by 
mail what I think about it. 

I feel if it comes anywhere within what FECA coverage is that we 
would not object, but where it penalizes a man for his ability by being 
promoted, or disregards his seniority and tenure, then I think it does 
not add to the morale of the Armed Forces. 

I think men will not make a career of the service if they have to 
serve 30 years and receive less than if they had served a lesser period 
of time. 

We also fee] that we need A good, strong Armed For e, Therefore, 
we should do everything for the survivors that we can to build up a 
good armed force. 

Mr. Carnes. You just made a statement that was very interesting. 
You said, “Tf it reaches the level of FECA benefits we would not 
object.” 

You are aware of the fact, are you not, Mrs. Alexander, that a 
great many of the cases where people receive FECA benefits—I think 
it may run in a very high percentage where a person receives FECA 
benefits with the gratuitous indemnity of $92.90, and where they are 
eligible for social security, that the aggregate of those three benefits— 
and sometimes F ECA itself—will provide the survivors with consid- 

erably in excess of what was the total base pay and allowances of the 
Raaenia while on active duty. 

Do you fee] that FECA under those conditions should be continued 
for a certain class of Reserve survivors? 
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Mrs. Atexanprr. Well, they are receiving it now and they have 
made long-range commitments. To continue it under new cases, Mr. 
Carnes, definitely no. 

But this is how we feel about it: FECA will under no circumstances 
give the widow more than 75 percent of her husband’s full pay even 
if she has 10 children. ‘Therefore, what you gave under social security 
was a stopgap measure because what the VA provided was not enough. 
— free indemnity was also, perhaps, a quick stopgap measure be 

‘cause you felt you did not want the survivors to fuss by being 
given those stopgap measures and placing a limitation on them, and 
you have created—not you personally—but there is this creation where 
you have certain categories like the ones who died before social 
security and before the free indemnity, who have nothing, not even 
what educational aid was given, where the others who receive, as in 
our Orange County chapter, as much as $730 a month—which far 
exceeds it. Thatis wrong. Weagree that that should not continue in 
any new thing. 

But suppose the widow has gone ahead and obligated herself and 
bought herself a home with enough ches yr and pi: Lyrooms, and so 
forth,andsoon? Are you going to take it away and make the widow 
sel] her home ? 

Mr. Carnes. That gets back to the point I made at the beginning, 
Mrs. Alexander. The chairman of the committee has stated, and 
individual members of the committee also, that nothing will be taken 
away from the existing survivors. 

Mrs. ALEXANDER. That is right. I do not think you should con 
sider it. 

Mr. Carnes. The question I ask is: Would you have the FECA 
benefits continued and have just a certain few survivors of certain 
reservists receive more than was the total base pay and allowances 
of the deceased? Do you think that is fair? 

Mrs. ALEXANDER. If they are receiving it now it might not be fair, 
but eae were given it. 

Mr. Carnes. We are speaking of the future. 

Mrs "hs EXANDER. In the future; no, sir. No, sir; not in the future. 
We do not say we want that in the future at all. 

Mr. Harpy. In other words, you do not feel that for the future a 
man ought to be worth more to his family dead than alive ¢ 

Mrs. ALEXANDER. Definitely not. We are not asking for more 
than what their rs er We feel that we will take a loss. 

On the other hand, y feel that ne body should put in any objection 
when we take a far ee ail loss, because the bill is 
billions—goodness knows how much. 

Mr. Harpy. I think you recognize with me, Mrs. Alexander, that 
there are more on the other side of this picture who are getting 
inade quate consideration, than those mentioned. 

Mrs. ALEXANDER. Yes; there are more getting inade quate considera 
tion. I feel that the $92 plus social security P lus 75 percent of the 
husband's pay in the future should not exist, definite ly. 

Mr. Carnes. Mrs. Alexander, it has been suggested to the committee 
that if a survivor were to receive 70 percent of the base pay and 
allowances of the deceased, inasmuch as the man himself would be 
removed from the scene and there would be no personal expenses, and 
inasmuch as these benefits would be tax exempt to the recipient, then 
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if a survivor receives as much as 70 percent of all total base pay and 
allowances when the man was on active duty. that the survivor's 
standard of living would not be reduced beyond what it was when 
the person was serving. Would you subscribe to that or not? 

Mrs. ALEXANDER. No. 

Mr. Carnes. That is, a private’s pay is $203. That includes the 
hase pay and all allowances. If a widow or a survivor of a private 
received 70 percent of that amount, do you think it would adequately 
take care of her needs, in view of the fact that. they were perhaps 
getting along prior to that time on a private’s pay / 

Mrs. ALEXANDER. Mr. Carnes, I do not feel that w: Ly. You should 
not say a private was getting $203 and 70 percent would adequately 
cover the needs. 

Mr. Carnes. That is the question I am asking. I am not saying 
it would. 

Mrs. ALexanper. These children are growing up. They are getting 
to be more of an expense all the time. l mean, when you buy clothes 
for a 2-year-old child the sizes are smaller and you pay less. The 
widow is faced with that e aes nse as the children grow up. Her com 
pensation, if it is going » be based on the cost-of-li Ving index, Is 
never going to be any more than that little pay her husband earned 
as a private. Therefore, had that man lived he may have become 
goodness knows what. You have very many veterans who have made 
outstanding people after they got out of the service, with their add 
tional training and all. 

Why say to the widow, “Because your husband lost. his life as a 
private at a salary of $200 a month you must continue to raise your 
children under that’? 

Of course it is hard to adjust and all that, but I do not like to se 
people being niggardly about compensation. There IS SO much loss 
You do not know how much unhappiness there is in a family whe 
the father passes on. 

Mr. Carnes. Mrs. Alexander, I was not trying to appear niggerdly, 
but when you are trying to evolve a program that can be adopted ane 
administered vou have to be realistic. 

Mrs. ALEXANDER. Just bear in mind that the children must grow up 
They need bigger homes. 

Mr. Treacur. Mrs. Alexander, basically what does our Federal Gov 
ernment owe to survivors / I am not talking about money, but talk ng 
about a standard of living. Let us say, for example, that a captain 
dies who has 2 or 3 or 4 children. 

Mrs. ALEXANDER. Yes. 

Mr. Tr AGUE, What cloes this Government basi ally 
from then on?’ Is there a difference in the amount 

Mrs. ALEXANDER. What is the circumstance of h 

Mr. ‘TEAGUE. Any circumstance you want to name 

Mrs. Avexanpver. All right. If it is an untimely 

Mr. Tracur. What do you mean by “an unti 
instrument of war / 

Mrs. ALexanper. Not necessarily an instrument of 
an accident in line of duty where he dlie s Then I 
ernment cal | be ready to prov icle for tut family 
would have provided had he lived the Kero life s 








474 STUDY OF SURVIVORS BENEFITS 


Mr. Tracur. That is a man killed, as you state, as the result of an 
instrument of war. What about a person who works for the Govern- 
ment until retirement? Take another officer who stays in and is not 
killed, but comes to retirement. 

Mrs. ALEXANDER. Yes. 

Mr. Tracur. Basically, what does our Government owe that 
person ¢ 

Mrs. ALEXANDER. Well, I feel that the present system is not ade 
quate. In fact, it is very faulty, and I think it needs a great deal of 
review. If, for instance, the man is retired for 1 year, he may have 
retired at a retirement pay of $500. Then he dies a natural death. 
He had worked perhaps 30 years for that $500. Then the widow 
applies for compensation or a pension, and she is told that because 
her income is more than $1,400 she is entitled to nothing whatsoever. 
I think that the program should be set up so that there would be 
survivor benefits based on a portion of the man’s pay. 

Mr. Tracur. Let us take, for example, Admiral Mitscher. Do you 
believe he owed some obligation to his widow to do something during 
his life to provide for her after he died ¢ 

Mrs. ALexanper. Certainly. He no doubt did provide for her to 
a certain extent. But in cases where he had earned a great deal of 
money; or in any case where there has been a substantial retirement 
fund built up and a man dies suddenly, then there should not be 
nothing left for the widow. It is not a good plan. If you will study 
other pension plans, there are always provisions in the pension plan 
whereby you can build up all the while you are working, and then 
when you die then your survivors receive a certain portion of that 
retirement. 

Mr. Treacur. What about a civil-service employee who works fo 
the Government, who may work 10 years and die a relatively youn 
death, with a large family ? Or what about a person who goes on t 
retirement age and dies? What basically is the responsibility so fai 
as the Federal Government is concerned ? 

Mrs. ALEXANDER. That is spelled out in the law that is all set up, 
except I feel that where the Federal employee who earns less than 
$5,000; he takes his 5 highest pay years, takes 1 percent of that, anc 
then the Government pays $25 onto it, and then multiplies that by the 
number of years of service, and that is his retirement for a year. Then 
if he dies his widow receives a certain portion of that. That is what 
he was able to accumulate and that is a right portion. If it is the 
same way in the Federal Government I feel ‘that perhaps the percent 
age should be a little higher than 1 percent. 

Mr. Carnes. Mrs. Alexander, they call that in the retirement sys 
tem that there should be a vesting of interest at definite intervals. 
That is what you are saying with reference to the military ? 

Mrs. ALexANper. If that is what they call it that is what I think. 
I do not know too much about it, but I am a Federal civil-service em 
ployee, and I know how our retirement fund works. 

I know my husband was also a Federal employee, but in the military 
service, and I see so many widows who have nothing. One widow lost 
her husband after he was retired. She lost her son in the war, and 
receives no compensation whatsoever. She receives no pension from 
her husband and no compensation for her son because her income 
happens to be somewhat over $1,400; not much more. 
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Those are the sad cases, you see. The widow is too old to go to 
work. She has never been trained. It is just very difficult. 

Mr. Carnes. Mr. Chairman, there is just one observation I should 
like to make. That is with regard to page 7 of your testimony, Mrs. 
Alexander. One of the most revealing things I think you said was in 
the third paragraph on that page: 

Widows of Spanish-American War veterans whose second marriage ends due 
to death of the husband or as a result of divorce not due to any misconduct on 
the part of the wife, can be reinstated on the pension rolls. We believe if this 
reinstatement were extended to all widows that more would be willing to re 
marry. Many of them hesitate at the altar because if the marriage does not 
succeed the widow would be far worse off than at present. 

I think that is a very excellent observation you have made. Mr. 
Chairman, I particularly wanted to call that portion to the attention 
of the committee and reemphasize it in the record. 

Mr. Tracur. I do not think Mr. Carnes completely covered the case. 
We also have a limitation that a widow of the Spanish-American War 
veteran must have lived with him 10 years or she cannot draw the 
pension; is that correct ? 

Mrs. Atexanper. For those I know in Coronado I did not know. 
Perhaps that was one of the provisions. 

Mr. Tracue. Is that not right, Mr. Birdsall ? 

Mr. Brrosatu. The laws have been made uniform on that. If they 
are married after the old cutoff date they must have lived with the 
veteran for 10 years prior to his death. 

Mr. Tracur. I think also there is a little difference in the Spanish- 
American War widow’s age on remarriage, compared to some others 

Mrs. ALEXANDER. Yes. 

Mr. Treacue. There is one thing I want to say to you, Mrs. Alex- 
ander: That is that I think one of the most—I do not know what word 
to use, but the biggest mistake our Government has made was with 
regard to widows and orphans of men actually killed in combat. I 
think it is most unfortunate that our veterans’ groups—and I mean 
all of them, as far as I know—have taken practically no interest in 
really trying to do something for widows and orphans. I think I 
can also promise you that next year there will be something done. 

Mrs. Arexanper. I know that you have tried. 

Mr. Teacur. Particularly for the orphans. I am afraid that we 
may have passed the age on educational benefits for widows, but 
certainly we have not passed the educational age as far as the orphans 
are concerned, 

Mrs. ALExANpveR. I think there are a great many widows who would 
take training to do hotel work, like this Lewis training program. 
Some of them have spoken about that. 

Mr. Tracur. There might be a lot of cases. But I do not want the 
taxpayers to pay money ‘to C aptain Hoyt to take art. If they take 
hotel management, I would be glad to pay for it. 

Mrs. ALEXANDER. The GI bill of alts allows some things—— 

Mr. Teacur. We do not any more. 

Mrs. ALexanpvek. I know some in Coronado that did, and there was 
quite a stink as far as the widows were concerned because our children 
were not getting anything. 
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Mr. Teacup. Certainly I think those orphans should have educa 
tional benefits, and that was the first bill I introduced after I came to 
Congress. It is going to be reintroduced in January. 

Mrs. Atexanper. I have great faith in the 84th Congress. I am so 
happy you men have gotten together and taken this by stages and 
received opinions from everyone. I think something good will come 
from it. I know it will be much better than what the situation is 
now. I would like to see no widow penalized because her husband 
gave his life earlier than some other husband. Even if it costs more, 
the good will you create, I think, will go so far toward making service- 
men on active duty feel that, no matter what, the Government will do 
right by our Little Nell. 

Mr. Carnes. There is only one other point that I would like to make. 
On page 6 of your testimony, under the caption of “Medical Care 
and Cost of Living Increases and Compensation,” those two things 
are beyond the jur isdiction of this committee. 

Mrs. ALEXANDER. I realize that. 

Mr. Carnes. Naturally, you realize this committee cannot consider 
either of those two points. 

Mrs. Atexanper. The only reason I put it in there was because I 
wanted to tie in the fact the compensation your committee might 
come out with should be tied in with that. 

Mr. Carnes. I saw the connection in the next paragraph where you 
say “like pay,” but you realize the jurisdiction of this committee is 
limited. 

Mrs. Atexanper. I realize that. I thought if I did not put it 
there you would not realize such a program was being considered. 

Mr. Bares. Do you have any further statement ? 

Mr. Avexanper. No, thank you. 

Mr. Bares. Thank you very much. You have been very helpful. 
You have made a fine statement. We have enjoyed your being with 
us today. 

Mr. Carnes. At this interval, before we have the next witness, there 
is certain information that IT would like to submit for the record. 

You requested of the Department of Defense a statement as to why 
he pay in arrears could not be paid by the military department. It 
is currently being paid upon authorization of the General Accounting 
Office. The Office of the Secretary of Defense has supplied us with 
a memorandum to that effect, and I would like to submit that for the 
record at this time. 

Mr. Bares. And they have no objection to the repeal of the law? 

Mr. Carnes. No, sir. 

Mr. Bares. Without objection, it is so ordered. 

(The letter referred to is as follows :) 

DEPARTMENT OF THE NAVY, 
BUREAU OF NAVAL PERSONNEL, 


5 


Washington 25, November 22, 1954. 
Memorandum for the chairman, Bates select committee. 


Subject : Payment of arrears of pay through the General Accounting Office. 

1. The payment of all arrears of pay under provisions of title 31, United States 
Code, section 71, is required to be made through the General Accounting Office. 
This matter has been the subject of discussions with the General Accounting 
Office for some time past now, and it is not believed that they would offer any 
objection to the repeal of this provision of law as applicable to arrears of pay 
of deceased military personnel. 
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3. Such a repeal would permit the payment of arrears of pay by a local dis- 
bursing officer in the same manner as 6 months’ death gratuity is now payable. 
J. B. Hort, Captain, USNR. 


Mr. Carnes. I might amplify. The Department of Defense would 
rather have the authori ity to pay the arrears and pay at the time they 
pay the 6 months’ death gratuity and tie it all up. 

There is a provision in the statute which prevents that at the present 


time. 
The other information supplied by the Defense De — nt is with 


regard to the procedure governing payment to dependents of personnel 
in a missing-in-action status. They have a plied that statement. 
Mr. Bares. Without objection, it will be inserted in the record at 


this point. 
(The letter referred to is as follows:) 
DEPARTMENT OF THE NAVY, 
BUREAU OF NAVAL PERSONNEL, 
Washington 25, D. C., November 22, 1954. 


Memorandum for the chairman, Bates select committee. 
Subject : Procedures governing payments to dependents of personnel in a missing 
status. 

1. When a member of the Armed Forces is declared missing in action or in a 
catastrophe the following measures are taken for the protection of his family. 

(1) All allotments made to the family or to insurance companies are continued 
in full force until such time as the missing member is declared dead. 

(2) If no such allotments are currently in force at the time of the man’s 
death the appropriate agency within his service (for example the Chief of Naval 
Personnel in the Navy) may register an allotment up to 90 percent of the man’s 
pay and allowances and this allotment will be continued thereafter as though the 
man himself had made it. 

(3) The member himself may indicate on his beneficiary slip the percentage 
of his pay which he wishes allotted in the manner set forth in paragraph 2, in 
which case the appropriate department will register an allotment of that amount. 

(4) In no case is any recoupment made by the Government of any such pay- 
ments made to dependents when the missing member is finally declared dead. 

J. B. Hoyt, Captain, USNR. 


Mr. Carnes. Furthermore, the general counsel for the American 
Life Convention, and the general counsel of the Life Insurance Asso- 
ciations of America, which are two separate organizations with two 
separate general counsel, have collaborated on a statement and they 
have submitted the statement which they wish to be inserted in the 
record, but which they will not present personally. Here is a copy of 
the statement to be submitted for the record. 

Mr. Bares. Without objection, it will be inserted in the record at 
this point. 

(The statement referred to is as follows :) 


STATEMENT ON MILITARY Survivor BENEFITS BY THE AMERICAN LIFE CONVENTION 
AND THE LIFE INSURANCE ASSOCIATION OF AMERICA 


This statement relates to the study of survivor benefits being provided for 
Armed Forces and former Armed Forces personnel which is being made by the 
House Select Committee on Survivor Benefits. It is filed on behalf of the Amer- 
ican Life Convention and the Life Insurance Association of America, 2 life in- 
surance company associations having a combined membership of 244 companies 
representing approximately 98 percent of the legal reserve life insurance in force 
in the United States. 

We deeply appreciate the opportunity afforded to us to present our views on 
this subject and we wish to commend the committee on the effort it is making 
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toward solving the problem of how to most effectively meet the survivor benefit 
needs of our Armed Forces, a matter closely related to the morale of these forces. 

This general subject is one that is not new to our two associations. In the 
past, we have worked with congressional committees and with the Defense De 
partment on the actuarial aspects of the armed services survivor benefit legisla- 
tion which was proposed during the Sist and 82d Congress as well as the Uni- 
formed Services Contingency Option Act (Public Law 239, 83d Cong.). Appear- 
ances were made during that same period before a subcommittee of the House 
Committee on Veterans’ Affairs and the Senate Finance Committee in connection 
with Servicemen’s Indemnity Act of 1951 (Public Law 23, 82d Cong.). 

We are in agreement with the idea of a full and complete investigation and 
study of these benefits as authorized by House Resolution 549. A distinguished 
member of your committee, Congressman Hardy, in his speech on the House floor 
on June 24, 1953, very aptly summarized the confused situation resulting from 
the operation of 5 separate survivor benefit programs administered by 4 execu- 
tive agencies pursuant to legislation coming under the several jurisdictions of at 
least 5 different congressional committees. 

Congressman Hardy recognized the unfortunate effect of the piecemeal legis 
lative development of these programs with their overlapping and duplications 
resulting in inefficient and uneconomic administration as well as, in many in- 
stances, inequitable benefits as between classes of servicemen. It was pointed 
out that the administrative complexity of these benefit programs has doubtless 
made it difficult for some beneficiaries to obtain the full benefits to which they 
are entitled; also, that some survivors of military personnel are entitled to 
receive more income as survivors than was provided through base pay and allow- 
ances when the deceased was on active duty. 

The members of the Committee on Retirement Policy for Federal Personnel 
(Kaplan Committee) recognized these same problems in the foreword to its 
report on the uniformed services retirement system. The Committee pointed out 
that historically studies in this field have been concerned with particular benefits 
rather than with the total problem. It is obvious that the time has come for 
Congress to review the several benefit systems as a whole picture and to develop 
a single integrated system of benefits. 

We are not at this time making specific suggestions. We do not feel that 
we are in a position to have the necessary facts or to aceurately know the prob- 
lems facing the Defense Establishment in sufficient detail to enable us to make a 
definite proposal. However, as such proposals materialize and are considered by 
your committee, we would be interested in having an opportunity to examine 
them and to make appropriate comment. In that connection, we would be happy 
to work with the committee or its staff in providing any assistance possible. 

We would like to take this opportunity to repeat 1 or 2 general principles which 
we have stated in the past and to which we hope your committee will give its 
attention in developing an overall survivor benefit program. The life-insurance 
companies recognize the need for a Government program which will provide a 
measure of protection to the dependents of servicemen while on active duty in 
the Armed Forces. We respectfully submit, however, that regardless of what 
form such a program may take, the overall benefit level should not exceed reason- 
able limits. There should remain an area of incentive for a serviceman to pro- 
vide supplemental protection for his dependents through a personal insurance 
and savings program. This is true of similar benefits available to civilian em- 
ployees under existing welfare programs and the principle would appear to be 
equally valid when applied to the armed services program. 

In this connection, life-insurance companies commonly issue complete cover- 
age on servicemen during peacetime and even in time of war are in a position 
to offer coverage against normal hazards as distinguished from abnormal war- 
time hazards. In view of the availability of life-insurance coverage for service 
men we urge that the level of benefits provided by Government not be so high 
that the serviceman is discouraged from creating his own insurance estate. 

In general, survivorship benefits in the case of servicemen should terminate 
upon the termination of service, the practice followed in most civilian employer 
plans. The Government should not provide coverage for a discharged serviceman 
whose insurability has not been impaired while in the service ; to do so is to place 
the Government in direct competition with private insurance companies which 
are in a position to meet all of the insurance requirements of these men. It is 
recognized that the serviceman who has suffered physical impairment with a 
consequent loss of insurability should be offered insurance by the Government 
without penalty for the impairment incurred. 
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Again, we appreciate this opportunity to present our views and to assure your 
committee of our wish to cooperate in this matter in every way possible 

Mr. Carnes. In essence, their statement is very similar to the 
testimony given by the National Association of Life Underwriters 
in that they hope that the Congress will provide adequately for sur- 
vivors of the deceased servicemen, but by the same token, they do 
not feel that they should be provided for so adequately that the 
serviceman himself does not feel a responsibility to his family to 
“arry an adequate estate. 

Further, in pursuance of your instructions, we have had the Library 
of Congress compile for the committee a legislative history on all 
the surviving-benefit programs. This is a very, very thorough job 
that has been done. Three people in the Library of Congress devoted 
5 weeks’ time in preparing this compilation, and they have given a 
legislative history of each of the five programs currently in effect, 
citing from the very beginning all of the laws which have put such 
programs into effect. 

In addition to these data in connection with the legislative history, 
a mass of statistics, they have further provided for the members of 
the committee on their own a 3- or 5- or 7-page summary, narrative 
summary, of each program, and in this narrative summary they have 
reduced all of the legislative statistics to verbiage which shows how 
the 5 programs which we have today have evolved. 

I might say this narrative summary that the Library of Congress 
has prepared reveals certain discrepancies that existed and certain 
further discrepancies that existed as the Congress attempted to cor- 
rect what they thought were then existing discrepancies, and it is a 
very, very revealing document that they have gratuitously provided 
for the committee. 

I would like all of this inserted into the record at this time. I 
am sure that the committee is grateful to the Library of Congress 
for having done such a thorough job on this legislative history, both 
in a statistical and narrative form. 

Mr. Bates. Without objection, it is so ordered. 

(The data referred to are as follows:) 


HISTORICAL DEVELOPMENT OF SOCIAL-SECURITY BENEFITS FOR 
MILITARY AND NAVAL PERSONNEL 


I, CITATION TO LAWS (INCLUDING BRIEF IDENTIFICATION OF THE LEGISLATION ) 


Act of August 10, 1946 (60 Stat. 979), Public Law 719, 79th Congress 
Social Security Act Amendments of 1946 gave limited credit toward sur 
vivor benefits for service during World War II. 
Act of July 25, 1947 (61 Stat. 454), Public Law 238, 79th Congress 
Extended above act to July 25, 1947. 
Act of August 28, 1950 (64 Stat.512) Public Law 734, 8ist Congress 
Social-security amendments of 1950 provided gratuitous wage credits 
toward OASI insurance benefits for service during World War II for military 
and naval personnel, including both dependent and survivor benefits 
Ac 


- 


of Juy 18, 1952 (66 Stat. 773), Public Law 590, 82d Congress 

Social Security Act Amendments of 1952 extended 1950 act to cover service 
during Korean emergency or through December 31, 1953 
Ac 


= 


of August 14, 1953 (67 Stat. 580), Public Law 269, 83d Congress 
Extended 1950 provisions to July 1, 1955 
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Il. COMMENTARY ON LEGISLATIVE DEVELOPMEN1 


Survivors of persons with active military or naval service were first given the 
right to old-age and survivors insurance benefits, on a limited basis, by the social- 
security amendments of August 10, 1946. This act, like most of those which have 
been proposed or enacted since that time, viewed military service as an inter- 
ruption of civilian employment. But it provided protection only for survivors 
of persons with active military or naval service of 90 days or more (or regardless 
of service if discharged because of a service-connected disability) whose death 
occurred within the 3-year period immediately following an other than dishonor- 
able discharge, provided that service occurred after September 16, 1940, and prior 
to the termination of World War II. These survivor benefits were based on an 
assumed average monthly wage of of $160 per month, and were financed by Gov- 
ernment appropriations to the old-age and survivors insurance trust fund to 
meet their cost. 

Background studies showed that, while 72 percent of men and women in the 
Armed Forces had one or more quarters of coverage at the time of induction, the 
younger group (under 2414) were less likely to have insured status than were 
older men and women. In effect, therefore, they were awarded protection for 
their survivors in the event of their early death, on the assumption that they 
could have acquired a currently insured status under social security if they had 
not been in the military service. The flat wage credit of $160 per month was 
chosen because this amount was relatively close to average military pay (includ- 
ing subsistence and allotments) at that time and bore a reasonable relationship 
to pay received by civilians in employment covered by social security. 

Meanwhile a variety of proposals had appeared for extending wage credits 
with full benefit rights to persons in the military services. Questions which arose 
in connection with such proposals were: How would social-security coverage 
gear in with existing plans for career military service or veterans legislation? 
Would the size of the Armed Forces be comparatively large or small? Would 
they continue to be composed of personnel who spend a few years in military 
service and the remainder in civilian life? Should such a matter be treated as 
emergency legislation, or should it be established on a permanent basis? The 
proposals ranged from the limited-emergency type of plan incorporated in the 
1946 amendments to a plan for permanent coverage of military and naval per- 
sonnel on a contributory basis in the same way they would be covered if they 
were employed in private industry. 

The decision in the 1950 amendments to the Social Security Act was, therefore, 
in the nature of a compromise between existing legislation and the proposal for 
permanent coverage. These amendments provided retroactive wage credits of 
$160 per month for the period of the war emergency (between September 16, 1940, 
and July 25, 1947) unless a benefit based in whole or in part on the same service 
was paid by any Federal agency. Unlike the earlier provision, these wage credits 
could be used at any time in the future, to establish the right to social-security 
benefits not only for survivors, but also for the individual and his dependents as 
well. Thus they could be used, without a time limitation, to determine the right 
of a wife or of a widow over age 65 to social-security benefits. These wage credits 
could not, however, be used for establishing entitlement to (1) a lump-sum death 
payment if the veteran died prior to September 1, 1950; or (2) on behalf of any 
individual who died in service if his death was inflicted as lawful punishment 
for a military or naval offense. The receipt of pensions or compensation by the 
Veterans’ Administration did not, however, preclude the granting of benefits— 
including dependent and survivor benefits—to veterans using the period of mili- 
tary service to help establish the right to social-security benefits. Under the 
terms of the act, the costs of these benefits were borne by the old-age and sur- 
vivors insurance trust fund, rather than by Government contribution as in 
Public Law 719 (1946). 

The proposal to treat men and women in the military or naval service, includ- 
ing career personnel, in the same way as those in other covered employment, as 
contained in the report of the Committee on Retirement Policy for Federal Per- 
sonnel (the Kaplan Committee) was first endorsed by the Social Security Ad- 
ministration in its annual report for 1941. A similar recommendation was made 
by the Advisory Council on Social Security of the Senate Committee on Finance 
in 1948. An earlier (1946) study for the Ways and Means Committee of the 
House of Representatives had commented as follows on the problem of over- 
lapping benefits, in its similar recommendation: “As a matter of fact, if no 
change is made in existing law we may expect an ever-increasing number of cases 
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where OASI benefit rights will be acquired by persons who have retired with 
military pensions. Permanent coverage of military service for OASI purposes 


would permit satisfactory solution of this situation n under OASI 
after extended military service could be relied upon, and such modification as 
may seem desirable made in protections afforded by military law Also, the 
problems of the great mass of personnel who serve a short time, qualify for no 
military retirement, but impair or lose OASI protection, would be solved” (Issues 
in Social Security, committee print of the Ways and Means Committee, House 
of Representatives, 1946, p. 65). 


as protecti 


HISTORICAL DEVELOPMENT OF THE 6-MONTH’S DEATH GRATUITY FOR 
MEMBERS OF THE ARMED SERVICES 


II. 
(including brief identification of the legislation) 


CITATIONS TO THE LAW 


ARMY 


Act of May 11, 1908 (35 Stat. 106, 108), 
Public Law 112, 60th Congress. 


Rider to Army appropriation act 
which provided the widow, or des- 
ignated beneficiary a gratuity of 6 


months’ pay for a member of the Regu- 

lar Army who dies of wounds or disease 

contracted in the line of duty. 

Act of March 3, 1909 (35 Sta. 732, 735), 

Public Law 305, 60th Congress. 

Rider to Army appropriation 

modifying conditions of death 

which the gratuity is authorized. 


act 
upon 


NAVY AND MARINES 
Act of May 13, 1908 (35 Stat. 127, 129), 
Public Law 115, 60th Congress. 
Rider to Navy appropriation act pro- 
viding the same benefits for the person- 
nel of the Regular Navy and Marines. 


Act of August 22, 1912 (37 Stat. 328, 
329), Public Law 290, 62d Congress 
Rider to Navy appropriation act 
modifying conditions of death upon 


which gratuity is authorized; clarified 


line of succession of dependent rela- 
tives. 
Act of March 3, 1915 (38 Stat. 928, 938), 
Public Law 271, 63d Congress 
Rider to Navy appropriation act 


which modified deduction for burial ex 
penses from 6 months’ gratuity. 

Act of August 29, 1916 (39 Stat. 
Public Law 241, 64th 


556, 
572), Con- 
gress. 
Rider to Navy appropriation act fur- 
ther modifiying deduction for burial ex- 
penses. 


30TH SERVICES 


Act of October 6, 


1917 


(40 Stat. 


oS, 


408), Public Law 89, 65th Congress 
Provided that laws authorizing gratu- 


ities in event 


of death in 


the 


service 


shall not be applicable to persons enter- 
ing the naval or military service after 


the date of the act. 


ARMY 
Act of December 17, 1919 (41 Stat. 367), 
Public Law 99, 66th Congress. 
Provided for the payment of 6 
months’ pay to the widow, children, or 
other designated dependent relative of 
any officer or enlisted man of the Regu- 
lar Army whose death results from 
wounds or disease not the result of his 
own misconduct. 
Act of March 2, 1923 (42 
1385), Public Law 465, 
gress. 


Stat. 1377, 


67th Con- 


NAVY AND MARINES 
Act of June 4, 1920 (41 Stat. 812, 824), 
Public Law 243, 66th Congress. 
Brief description: Rider to Navy ap- 
propriation act which again authorized 
6 months’ gratuity with substantially 
the same provisions as the Army act; 
applied to nurses of the Regular Navy 


or Regular Marine Corps; extended 
coverage to the Coast Guard. 
Act of May 22, 1928 (45 Stat. 710), 


Public Law 473, 


70th Cong! ess 
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ARMY 
Rider to an appropriation act for the 
War Department which provided that 
no gratuity payment shall be paid to a 
child over 21 who is not actually a de- 
pendent of the deceased serviceman. 


Act of March 8, 1928 (45 Stat. 249), 
Public Law 110, 70th Congress. 
Amended the 1919 act as to in- 
clude nurses of the Regular Army. 
Act of December 17, 1948 (57 Stat. 599), 
Public Law 198, 78th Congress. 
Provided that if there is no widow, 
child, or previously designated depend- 
ent relative, the Secretary of War could 
pay the gratuity to a certain class of de- 
pendent relatives; provided for pay- 
ment of gratuity upon death of bene- 
ficiary. 


SO 


RESERVE 


Act of December 10, 1941 (55 Stat. 
796), Public Law 329, 77th Con- 
gress 

Extended the 6 months’ death gra- 


tuity benefits to dependents of officers 
and enlisted men of the Army of the 
United States who died in the line of 
duty while in the active military serv- 
ice of the United States. 


ALL 


RESERVE 





SURVIVORS BENEFITS 


NAVY AND MARINES 
Codified existing law and provided 
that if there is no widow, child, or pre- 
viously designated dependent relative, 
the Secretary of the Navy could pay the 
gratuity to a certain class of dependent 
relatives. 


Act of March 7, 1942 (56 Stat. 148, 147), 
Public Law 490, 77th Congress. 
Deleted the word “actually” which 
qualified “dependent” in prior act. The 
United States Code appears to be in 
error in stating that this statute has 
been terminated. See U. 8S. C, 34:948. 


Act of March 29, 1944 (58 Stat. 129), 
Public Law 269, 78th Congress 
Added to list of dependent relatives 
who could be designated as_ benefi- 
ciaries by the Secretary of the Navy; 
provided for payment of gratuity upon 
death of beneficiary. 


COMPONENTS 


Act of May 12, 1930 (46 Stat. 268), 
Public Law 194, 7ist Congress 
Authorized payment of the 6 months’ 
gratuity to transferred members of the 
Fleet Naval Reserve and Fleet Marine 
Corps Reserve who died while on active 
duty. 
Act of March 17, 1941 (55 Stat. 48), 
Public Law 16, 77th Congress 
Similar to extension to Army of the 
United States but applicable to the Na- 
val Reserve and Marine Corps Reserve. 


COMPONENTS 


Act of June 20, 1949 (63 Stat. 201), Public Law 108, 8ist Congress 


Provided death gratuity for members of the Army, Air Force, Navy, and 
Marine Corps Reserve and certain members of the National Guard who suffer 
death from injuries incurred while engaged in active-duty training for periods 
of less than 30 days or while engaged in inactive-duty training. 
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HISTORICAL DEVELOPMENT OF COMPENSATION BENEFITS FOR 
DECEASED SERVICEMEN 


I. CITATIONS TO LAWS AND Basic REGULATIONS 
(Including brief identification of the legislation) 


Act of July 14, 1862 (12 Stat. 566) ' 
Instituted what is known as the general-pension law; granted pensions 
to dependent relatives of soldiers dying from service-connected injury or 
disease. 
Act of July 25, 1866 (14 Stat. 230) 
Provided increase in widow’s pension if she had children. 
Act of July 27, 1868 (15 Stat. 235) 
Modified line of succession of dependent relatives 
Act of March 19, 1886 (24 Stat. 5) 
Increased minimum rate for widows, minor children, and dependent 
relatives. 
Act of April 19, 1908 (35 Stat. 64) 
Increased minimum rate for all widows. 
Act of September 8, 1916 (39 Stat. 844) 
Increased minimum rate for Civil War widows. 
Act of October 6, 1917 (40 Stat. 398, 408) 
Increased minimum rate for Civil War, War with Spain, or Philippine 
Insurrection widows. 
Act of May 1, 1920 (41 Stat. 585, 586) 
Increased rate for widow and dependent relatives of Civil War soldiers. 
Act of May 1, 1926 (44 Stat. 382) 
Increased rate for widow of soldier of War with Spain, Philippine Insur- 
rection, or Chinese Relief Expedition. 
Act of July 3, 1926 (44 Stat. 806) 
Increased rate for Civil War widows. 
Act of July 2, 1930 (46 Stat. 847) 
Extended benefits of general pension laws to widows of officers and en- 
listed men of Coast Guard. 
Act of October 6, 1917 (40 Stat. 398, 405), Public Law 90, 65th Congress 
War Risk Insurance Act provided compensation for widows, children, and 
dependent mothers upon death of serviceman in World War I 
Act of June 25, 1918 (40 Stat. 609), Public Law 175, 65th Congress 
Amended War Risk Insurance Act by adding dependent fathers to list 
of eligible beneficiaries. 
Act of June 7, 1924 (43 Stat. 607), Public Law 242, 68th Congress 
World War Veterans’ Act, 1924, codified provisions of War Risk Insurance 
Act with some rate modifications. 
Act of March 20, 1933 (48 Stat. 8), Public Law 2, 73d Congress 
Authorized the President to prescribe regulations establishing pension 
rates for the dependents of servicemen who died as a result of disease or 
injury occurred in the naval or military service; repealed certain pension 
laws. 
Veterans Regulation No. 1 (Executive Order No. 6089), March 31, 1933 
Established rates for pensions of veterans and dependents for disability 
or death resulting from active service in the Spanish-American War, Boxer 
Rebellion, or Philippine Insurrection or the World War and for disability 
or death incurred after April 21, 1898, in other than a war period. 
Veterans Regulation No. 1 (a) (Executive Order No. 6156) , June 6, 1933 
Suppianted Regulation No. 1 with certain modifications. 
Act of March 28, 1934 (48 Stat. 521, 524), Public Law 141, 73d Congress 
Restoration, with certain limitations, of rights to compensation and 
pensions under prior laws to veterans and dependents of veterans of Spanish- 
American War and World War I. 
Veterans Regulation No. 1 (g) (Executive Order No. 6989), March 19, 1935 
Increased rates payable to widows and children of veterans of Spanish 
American War and World War I and members of the Regular BEstablish- 
ment for service-connected death. 
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Act of August 18, 1935 (49 Stat. 614), Public Law 269, 74th Congress (2d Stat.) 


Act 


Reenactment of former pension laws for Spanish-American War, Boxer 
Rebellion, and Philippine Insurrection. 
of June 23, 1937 (50 Stat. 305), Public Law 159, 75th Congress 

Amends Veterans Regulations to provide that active service, including 
service for training purposes, of personnel of the Reserve components shall 
be considered as active military service for the purposes of qualifying for 
death compensation; provides for election of benefits if eligible for Federal 
employees’ compensation. 
of August 16, 1937 (50 Stat. 660), Public Law 304, 75th Congress 

Liberalization of provisions of existing laws governing service-connected 
benefits for World War veterans and their dependents. 
of June 28, 1938 (52 Stat. 1214), Public Law 758, 75th Congress 

Provided that persons entitled to pensions under the provisions of the 
general pension law for deaths resulting from service prior to April 21, 
1898, should be entitled to rates as provided by Veterans Regulation No. 1 (a). 
of July 19, 1939 (53 Stat. 1068, 1069), Public Law 198, 76th Congress 

Increased benefits for dependents of World War I veterans for service- 
connected deaths. 
of August 21, 1941 (55 Stat. 655), Public Law 242, 77th Congress 

Granted increases in pensions to certain widows and dependents of per- 
sons who served in the military and naval forces of the United States 
during the war with Spain, the Boxer Rebellion, or the Philippine Insur- 
rection. 
of December 19, 1941 (55 Stat. 844), Public Law 359, 77th Congress 

Provided pensions at wartime rates for officers and enlisted men of the 
Army, Navy, Marine Corps, and Coast Guard disabled in the line of duty 
as a direct result of armed conflict, while engaged in extrahazardous service 
or while the United States is engaged in war, and for the dependents of 
those who die from such cause. 
of July 30, 1942 (56 Stat. 731), Public Law 690, 77th Congress 

Provided increase in pension rates payable to dependents for veterans 
of the Regular Establishment. 
of July 13, 1948 (57 Stat. 554), Public Law 144, 78th Congress 

Provided more adequate and uniform administrative provisions in vet- 
erans’ laws pertaining to compensation, pension, and retirement pay payable 
by the Veterans’ Administration ; increased benefits to dependents for service- 
connected death. 
of July 9, 1946 (60 Stat. 524), Public Law 494, 79th Congress 

Clarified the terms “compensation” and “pension” under laws adminis- 
tered by Veterans’ Administration. 
of July 1, 1948 (62 Stat. 1213), Public Law 868, 80th Congress 

Increased the rates of service-connected death compensation payable to 
certain widows, children, and dependent parents of persons who served in 
the active military or naval service; establishes service-connected peacetime 
compensation at 80 percent of wartime rate; qualifies definition of wartime 
service, 
of October 10, 1949 (63 Stat. 730, 733), Public Law 339, 8ist Congress 

Increased the rates of service-connected death compensation payable to a 
widow with one child. 
of May 11, 1951 (65 Stat. 40), Public Law 28, 82d Congress 

Extended World War II compensation benefits to Korean conflict vet- 
erans (those serving on active duty after June 27, 1950). 
of May 23, 1952 (66 Stat. 90), Public Law 356, 82d Congress 

Increased rates of service-connected death compensation. 
of August 28, 1954 (68 Stat. 915), Public Law 695, 83d Congress 

Increased rates of service-connected death compensation. 
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II. COMMENTARY ON LEGISLATIVE DEVELOPMENT 
A. LEGISLATION INSTITUTING THE DEATA GRATUITY 


The first legislation authorizing a 6 months’ pay gratuity was passed in 1908. 
Provisions were inserted in both the Army and Navy appropriation acts of that 
year which declared that upon the death of an officer or enlisted man on the active 
service list a gratuity equal to the deceased serviceman’s pay for 6 months would 
be paid “to the widow of such officer or enlisted man, or any person previously 
designated by him.” Conflicting opinions were voiced during the debate in the 
House on the conference report of the Army bill as to whether this language 
allowed a soldier with a wife to designate another beneficiary See 42 Congres- 
sional Record 5947. Both the Army and Navy act required that $75 of the 
gratuity payable on the death of an officer and $35 on that of an enlisted man 
should be retained by the armed services to cover burial expenses. If the ex- 
penses were less than the amount reserved, the residue would be paid to the 
beneficiary. 

Both acts of 1908 stated that the gratuity would be paid upon the death of a 
soldier from wounds or disease “contracted in the line of duty.” The Army Ap- 
propriation Act of 1909 struck this wording from the legislation and substituted 
the phrase “not as a result of his own misconduct.” It was not until 1912 that 
the Navy instituted this change in language. 

The Navy legislation of 1912, which was also a rider to an appropriation act, 
cleared up the ambiguity as to the succession of beneficiaries. It stated that the 
gratuity would be paid “to the widow, if no widow, to the children, and, if there 
be no children, to any other dependent relative of such officer or enlisted man 
previously designated by him.” However, there was no comparable Army legisla- 
tion until 1919. 

An appropriation act for the Navy in 1915 stated that there should be no deduc- 
tion from the gratuity for expenses connected with the preparation and trans- 
portation of the bodies of deceased servicemen. In 1916 a similar act extended 
this to include expenses for funeral and interment. During this period, the deduc- 
tion for burial expenses from the gratuity payable on the death of Army person- 
nel was still in effect. 


B, REPEAL DURING WORLD WAR I AND POSTWAR AUTHORIZATION 


Congress passed an act in 1917 authorizing the issuance of war-risk insurance 
It was thought that this legislation would provide adequate protection for the 
families of deceased soldiers and sailors. Thus, a provision of the act stated 
that “laws providing for gratuities or payments in the event of death in the 
service” would no longer have applicability. 

However, on January 18, 1918, Secretary of War Baker addressed a letter to 
the chairman of the Senate Committee on Military Affairs which stated in part: 

“The theory underlying the gratuity and pension statutes, as they have been 
on the books since 1908, is that the so-called 6 months’ gratuity would provide 
a fund immediately available to the family upon the decease of the officer or 
enlisted man, so as to take care of the extraordinary expenses of the period of 
emergency and readjustment caused by the taking off of the main support of 
the family, and that the pension allowed to dependents would assist in their sup- 
port during the period of dependency. These benefits were rightly regarded as 
part of the remuneration for service in the Army, where pay is, and always has 
been, small as compared with the wages and salaries of civilians in positions of 
equal importance. 

“The inadequacy of the foregoing plan in the present emergency caused the 
enactment [of legislation] authorizing the creation of a Bureau of War Risk 
Insurance * * *, But the act nowhere makes any provision to cover this emer- 
gency period [the period immediately following death]. Civilians usually take 
care of it by insurance payable in a lump sum upon death. The members of the 
Regular Army have not generally been able to make such provision, and, since 
1908, have, in many cases, thought it unnecessary because of the gratuity paid 
by the Government. At present, with additional premiums required for war 
risks, the procuring of such insurance is practically out of the question for the 
lower grades. Therefore, one of the unforeseen consquences of the act i 
deprive members of the Regular Army of a most important privilege, of great 
value to their families. It is, in effect a reduction of their emoluments at a time 
when such reduction is most disastrous. Because of the necessity of making 
adequate provision for nonprofessional soldiers, whose military service is tempo- 


s to 
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rary only, the professional men of arms ought not to be deprived of any of the 
allowances which have been heretofore given them and which they have justly 
come to regard as their right in lieu of higher pay.” 

Mr. Baker enclosed a draft of a proposed bill for the Army which was enacted 
in 1919 The Baker letter was included in both the Senate and House reports 
and was advanced as the justification for the legislation (S. Rept. 158 and 
H. Rept. 470, 66th Cong.). An amendment was inserted liy the Senate which 
stated that any death gratuity payment should be deducted fronmr the amount 
payable to dependents under war-risk insurance. This amendment was opposed 
by the Secretary of War in that it was discriminatory to those who continued 
their insurance, Ultimately, the Senate agreed to its exclusion. The 1919 Army 
uct was substantially the same as the earlier legislation It adopted the ter 
minology of the Navy act of 1912 in establishing an unambiguous beneficiary line 
of succession and dropped the deduction for burial expenses. 

The 1919 act was only applicable to the Regular Army but did apply to per 
sonnel on the retired list while on active duty. The following year a provision 
was inserted in the Appropriation Act for the Navy which reinstituted the gra 
tuity for its Regular personnel and those of the Marine Corps. This act was the 
same as the Army legislation but was applicable to Navy and Marine nurses and 
the personnel of the Coast Guard. The 6 months’ death gratuity was not applica 
ble to Regular Army nurses until the passage of legislation in 1928 


C. EXTENDING BENEFITS TO RELATIVES UPON A SHOWING OF DEPENDENCY 


On December 1, 1927, Secretary of the Navy Wilbur submitted a draft of a pro- 
posed bill to the Speaker of the House which authorized the Secretary to pay the 
death gratuity to any “grandparent, parent, sister, or brother who can be shown 
to have been actually dependent” upon a deceased officer or enlisted man who 
had no wife or child, and had not designated a dependent relative. The House 
report on the bill explained : 

“* * * the original law established this amount more or less as a portion of 
the officer’s estate, to be allowed to any person he might have designated, i. e., to 
whom he might in a sense have willed it. The later law, however, while continu- 
ing the requirement of previous designation except in the case of widow or child, 
also required that recipient of this amount should be a relative, and a dependent 
relative. This changed the character of the award from a part of the officer or 
man’s regular perquisites, payable after death to his designated heir, to a special! 
allowance for dependents. 

“Despite every effort of the Department to insure that all officers and men 
make the necessary designation of the proper recipient, if any, of this allowance 
frequent cases arise where relatives, actually dependent in fact, cannot be paid 
the allowance solely because of the carelessness of the officer or man in not mak 
ing the designation. As a result, a number of private bills have been introduced 
in order to relieve deserving cases. 

“This bill permits the payment of this gratuity to any of the relatives named, 
provided that evidence of actual dependency be produced to the satisfaction of 
the Secretary of the Navy” (H. Rept. 1208, 78th Cong.). 

The Navy bill passed in 1928. However, it was not until 1948 that such a provi 
sion was adopted for the Army. The latter differed from the Navy act in insti- 
tuting a line of succession of “grandchild, parent, brother, or sister or grand 
parent.”” The following year Congress amended the Navy act in this respect to 
bring it in line with the Army legislation and, as the House report stated, “in 
accord with the order of descent and distribution prevailing under the laws of 
most States” (H. Rept. 1208, 78th Cong. 


D. PROHIBITION OF PAYMENT TO ESTATES OF DECEASED BENEFICIARIES 


The Army legislation in 1943 was also concerned with a second problem. The 
Court of Claims had held in Spotswood v. U. 8. ( (1935) 80 Ct. Cl. 836) that where 
a beneficiary died subsequent to the serviceman’s death but prior to receipt of 
the death gratuity the right to the gratuity payment vested in the estate of the 
deceased beneficiary and was no payable to the other beneficiaries specified in 
the act. The Senate report declared that “the purpose for which the original act 
was passed was to give relief to living dependents of servicemen rather than to 
pay funds into the estate of a deceased beneficiary to the complete denial of living 
dependents” (S. Rept. 477, 78th Cong.). A proviso was added to the legislation 
which stated that in the event of the death of a beneficiary before payment the 








STUDY OF SURVIVORS BENEFITS 187 


gratuity would be paid to the next living beneficiary in the line of succession 

The Comptroller General on February 2, 1943, ruled that the Spotswood case 
was also controlling in regard to payments under the Navy act, A similar pro 
viso was inserted in the Navy act in 1944 


E. DEATH GRATUITY FOR THE RESERVE COMPONENTS 


The 6 months’ pay gratuity had originally been limited to the Regular Estab 
lishment. In 1930, however, an act was passed authorizing the gratuity for 
transferred members of the Fleet Naval and Fleet Marine Corps Reserve who died 
while on active duty. The approach of World War II caused further extension 
of the death gratuity. In 1939 Congress passed an act which declared that 
personnel of the Army of the United States, as distinguished from the Regular 
Army, who were ordered into the Federal service for more than 30 days and 
suffered death or disability should be entitled to receive “the same pensions, 
compensation, retirement pay, and hospital benefits” as the regulars. The Con- 
gress passed a similar provision for the Naval and Marine Corps Reserve in 1940. 
However, the Comptroller General adopted a strict interpretation of these pro- 
visions and ruled that the benefits authorized by these two acts “are personal to 
the individual concerned and do not extend to such persons’ beneficiaries, conse- 
quently payment of 6 months’ gratuity is not authorized by the terms thereof” 
(H. Rept. 1280, 77th Cong.). In the light of this decision, Congress amended the 
two acts in 1941 and added a specific declaration that the 6 months’ gratuity 
was to be included. 

The accelerated reserve program after the Second World War gave rise to 
another problem. ‘The legislation in existence applied to reservists only for 
periods in excess of 30 days and did not cover the “weekend warriors,” those 
reservists who were on active or inactive duty for short periods of time. To 
remedy this situation, Congress passed an act in 1949 which was applicable to 
Reserve personnel of the Army, Air Force, Navy, and Marine Corps, and the 
National Guard, when it performed service in the interest of the Federal Govern- 
ment, and extended coverage to the aforementioned groups. The act was made 
retroactive to August 14, 1945. 

It should be noted that if a reservist is also eligible for benefits under the 
Federal Employees’ Compensation Act, an election must be made as to which 
benefit will be taken. See section on FECA benefits for a more complete explana- 
tion of this relationship. 


II. COMMENTARY ON LEGISLATIVE DEVELOPMENT 
A. EARLY LEGISLATION 


The payment of pensions to widows and dependent relatives of servicemen who 
died while serving with the Armed Forces was instituted in the early days of 
the Republic. In 1802 the widows and orphans of commissioned officers in the 
Regular Military Establishment who died from wounds received in the actual 
service of the United States were authorized to receive half-pay pensions that 
were to last for 5 years. Act of March 16, 1802 (2 Stat. 132, 135). Eleven years 
later similar pensions were authorized upon the death of officers of the militia. 
Act of August 2, 1813 (3 Stat. 73). The following year widows and orphans of 
officers, seamen, and marines who died while serving on privateers or in the 
Navy were granted such pensions. Act of March 4, 1814 (3 Stat. 108). Legis- 
lation was also enacted which authorized pensions on the death of soldiers of 
the War of 1812 while in service, en route home, or later as a consequence of 
war wounds. Act of April 16, 1816 (3 Stat. 285). In 1858 the widows and 
children who were receiving half-pay pensions on the basis of the above acts were 
granted a continuance of their payments beyond the normal 5-year termination 
date. A widow was awarded pension payments for life and a child received the 
pension until his 16th birthday. Act of June 3, 1858 (11 Stat. 309). Half-pay 
pensions were also given to the widows and children of soldiers who died in the 
war with Mexico (act of July 21, 1848 (9 Stat. 249) and the various Indian wars 
since 1790 (act of February 14, 1871 (16 Stat. 411) ). 


B. THE GENERAL PENSION SYSTEM 


The first comprehensive pension legislation was passed in 1862. It was appli 
eable to those men of the Army and Navy, including Regulars, volunteers, militia, 
and the Marine Corps, who died after March 4, 1861, of wounds or disease con- 





488 STUDY OF SURVIVORS BENEFITS 


tracted in the line of duty. This legislation, as amended over the years, still 
has applicability to survivor benefits based on certain categories of service-con- 
nected deaths. The initial act established the following line of succession for 
pension payments: (1) The widow, (2) children under 16, (3) dependent mother, 
(4) sister under 16. These beneficiaries would be entitled to the same pension 
that the deceased would have received if totally disabled. This ranged from $8 
a month for an Army private to $30 for a lieutenant colonel or higher rank. 
During the debate of the act in the House, there was opposition voiced to the 
distinction in pension rates between officers and enlisted men. However, an 
amendment to establish uniform rates was defeated (see Congressional Globe, 
87th Cong., 2d sess., May 13, 1862, pp. 2102-2106). 

In 1866 the amount of a widow’s pension was increased by $2 a month for 
each child under 16. The line of succession was modified in 1868 by inserting 
“fathers” before “sisters under 16” and including “brothers” with the latter. In 
1886 the minimum rate for beneficiaries was increased from $8 to $12 a month. 
This minimum applied only to widows married prior to the effective date of the 
law in 1886. However, in 1908 an act was passed which authorized a $12 mini- 
mum for all widows and children. The minimum allowance for Civil War 
widows, who had been married at the time of their husband's service, was raised 
from $12 to $20 in 1916. The minimum rate was again increased by the War Risk 
Insurance Act of 1917 which provided that a widow of a deceased officer or en- 
listed man of the Army, Navy, or Marine Corps who served in either the Civil 
War, war with Spain, or Philippine Insurrection should receive at least $25 a 
month. In 1920, the pension for Civil War beneficiaries was increased to $30 a 
month. A similar rate was provided in 1926 for widows of soldiers dying in the 
war with Spain, Philippine Insurrection, and the Chinese Relief Expedition. 
Later, in 1926, the pension for a Civil War widow was increased to $50 if she 
was married during the soldier’s wartime service. In 1930 the benefits of the 
general pension laws were extended to widows of officers or enlisted men of the 
Coast Guard whose death was incurred in the service. 


( WAR RISK INSURANCE ACT 


The first legislation governing the payment of pensions to the survivors of 
servicemen who died during World War I was passed in 1917. The bill as re- 
ported in the House would have authorized death compensation in accordance 
with a specitied percentage of the serviceman’s pay. However, in contrast to the 
Civil War legislation, an amendment to the bill instituting uniform compensa- 
tion rates was adopted by a vote of 139 to 3 on the floor of the House (55 Con- 
gressional Record, 7076). Thus, compensation under this and subsequent legis- 
lation has been based on the number and relationship of the dependents rather 
than on the rank and pay of the serviceman. 

The law first used the phrase “compensation” which was payable upon death 
“resulting from personal injury suffered or disease contracted in the line of duty” 
of any officer, enlisted man, or nurse employed in the active service by the War 
or Navy Department. The widow received compensation of $25 monthly, plus a 
$10 allowance for 1 child, an additional $12.50 for a second child, and $5 a piece 
for the next 2 children. A dependent widowed mother received compensation of 
$20 a month. However, the total payable on 1 serviceman was $75 and any sum 
in excess of this figure was subtracted from the mother’s share. The act was 
amended in 1918 by making dependent fathers eligible for compensation. If 1 
parent received compensation it was at a rate of $20 a month. If both were 
eligible, $30 was paid for the pair. 


D. WORLD WAR VETERANS’ ACT, 1924 


This legislation was “the result of a desire on the part of the officials of the 
United States Veterans’ Bureau, representatives of veterans’ organizations, and 
of Congress itself, to remove flaws and inadequacies that appeared in the pre- 
ceding acts of Congress, codify the laws affecting veterans of the World 
War, * * *” (H. Doc. 136, 79th Cong.). The provisions of the War Risk Insur- 
ance Act were continued with the following rate modifications: (1) If there was 
a widow but no child, from $25 to $30, (2) if there was a widow and 1 child, 
from $35 to $40 with an increase of $1 a month for each child with no limit on 
the number, and (3) if there was no widow but 3 children, $40 a month, with $5 
for each additional child. 
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E. PUBLIC LAW NO. 2, 73D CONGRESS, THE ECONOMY ACT, AND SUBSEQUENT 
LEGISLATION 


The basic legislative provisions covering most classes of veterans and their 
survivors stem from this statute enacted in the midst of the depression. The act 
authorized the payment of pensions to the “widow, child, or children, dependent 
mother or father, of any person who dies as a result of disease or injury incurred 
or aggravated in the line of duty in the military or naval service.” The Presi- 
dent was authorized to prescribe by regulation the rate of pensions which were 
to be paid upon deaths resulting from both wartime and peacetime service. On 
March 31, 1933, he issued his first regulation under the act and set the pension 
rates payable on death. In the years which have followed, these rates have 
been changed a number of times by Executive order and congressional enactment. 
These changes are reflected in the following chart: 
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A number of legislative developments should be noted which fall within the 
years encompassed by the chart. In 1933 Public Law 2 had repealed all laws 
granting pensions or compensation to veterans of the Spanish-American War, 
Boxer Rebellion, Philippine Insurrection, World War I, and to servicemen who 
served in peacetime after April 21, 1898. However, the following year Congress 
restored, with certain limitations, the provisions relating to World War veterans 
which had been established by the World War Veterans’ Act, 1924, as amended 
The pensions acts pertaining to the Spanish-American War, Boxer Rebellion, 
and the Philippine Insurrection were restored in 1935. An act passed in 1938 
fixed the rates under the general pension law for deaths resulting from peace 
time service prior to April 21, 1898, at the same level as those for peacetime death 
established by the veterans regulations. 

In 1937 members of the Reserve components while on active duty, including 
service for training purposes, were brought under the VA’s peacetime death-com 
pensation benefits. If the reservist was also eligible for Federal Employees Com 
pensation Act benefits, there had to be an election as to which benefits would be 
received. See section on FECA benefits for a more complete explanation of this 
relationship. 

Congress enacted legislation in 1943 which made the administrative, definitive, 
and regulatory provisions of Public Law 2 and the veterans regulation issued 
pursuant to it applicable to certain laws which heretofore had been beyond its 
purview. Thus, a greater degree of uniformity was obtained in the laws dealing 
with veterans’ compensation. The act increased substantially the rates of com 
pensation for wartime and peacetime death, adjusting the latter to 75 percent of 
the wartime rate. This was increased to 80 percent in 1948. The age differentials 
in the payment of death compensation were eliminated and wartime rates were 
authorized for the dependents of World War II veterans under the same con 
ditions as those for the veterans of the Spanish-American and subsequent wars 

During this period there also has been an attempt to solve a problem of 
semantics which had been plaguing veterans’ legislation for years. Congress in 
1946 declared that under the laws administered by the VA monetary benefits for 
service-connected disability or death should be designated as “compensation” 
and not “pension.” 

KOREAN CONFLICT 


Congress by joint resolution in 1951 provided that any person who had served 
on active duty in the Armed Forces after June 27, 1950, and prior to such date 
as should be designated by the President or Congress would be entitled to the 
compensation or pension that is provided by law for those persons who served 
during the period of World War II. 


HISTORICAL DEVELOPMENT OF GOVERNMENT INSURANCE FOR 
SERVICEMEN 
I. CITATION TO LAW (INCLUDING BRIEF IDENTIFICATION OF THE LEGISLATION ) 
A. WAR-RISK INSURANCE 


Act of October 6, 1917 (40 Stat. 398, 409-410), Public Law 90, 65th Congress. 
Ustablished war risk insurance program of renewable term insurance for 
members of the military and naval services of the United States. 
Act of February 12, 1918 (40 Stat. 438), Public Resolution 22, 65th Congress 
Extended application for insurance date until April 12, 1918. 


Act of April 2, 1918 (40 Stat. 502), Public Resolution 27, 65th Congress. 
Extended coverage to persons who had been taken prisoner before April 
12, 1918. 
Act of June 25, 1918 (40 Stat. 609, 615), Public Law 175, 65th Congress 
Included the father of the insured among permitted beneficiaries of auto- 
matic insurance. 
Act of December 24, 1919 (41 Stat. 371, 374-377), Public Law 104, 66th Congress 
Authorized automatic insurance for inducted men, extended class of bene 
ficiaries, established system of payments in the event of the death of bene 
ficiary or lack of beneficiary within the permitted class, and provided optional! 
settlements of lump sum or in installments of 36 months or more. 
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Act of August 9, 1921 (42 Stat. 147, 155-157), Public Law 47, 67th Congress. 
Authorized reinstatement or conversion of lapsed policies, waiver of 
premiums for compensable disabilities, and payment to certain beneficiaries. 
of March 4, 1923 (42 Stat. 1521, 1525-1527), Public Law 460, 67th Congress 
Included provisions intended to prevent the lapsing of policies and to 
make policies incontestable after they had been in force for 6 months, 
of June 7, 1924 (43 Stat. 607), Public Law 242, 68th Congress 
Repealed all of the above-noted acts. 


> 


Ac 


o 


B. UNITED STATES GOVERN MENT LIFE INSURANCE 


Act of June 7, 1924 (43 Stat. 607, 624-627), Public Law 242, 68th Congress 
World War Veterans’ Act, 1924, codified provisions of War Risk Insurance 
Act relating to insurance, with certain modifications, and established the 
United States Government life-insurance program. 
of March 4, 1925 (48 Stat. 1302, 1308-1311), Public Law 628, 68th Congress 
Restored certain provisions of War Risk Insurance Act repealed by World 
War Veterans’ Act, 1924, and made certain other changes affecting 
beneficiaries. 
Act of June 2, 1926 (44 Stat. 686-688), Public Law 325, 69th Congress 
Extended time for reinstatement and conversion of l-year term insurance 
until July 2, 1927, and authorized the 5-year level premium policy. 
of July 2, 1926 (44 Stat. 790, 798-800), Public Law 448, 69th Congress 
Provided for the reinstatement of certain policies and the application of 
the $60 bonus to prevent the lapsing of others. 
Act of May 29, 1928 (45 Stat. 964, 968-971), Public Law 585, 70th Congress. 
Provided for the inclusion in existing policies of a disability-benefit clause 
at a slight added premium. 
Act of July 3, 1980 (46 Stat. 991, 1002), Public Law 522, Tist Congress. 


Vaamy 
Clarified provision relative to insurance against total disability and re 
quired disability to exist for 4 months prior to age 65 and before default in 
premiums. 
Act of June 24, 1982 (47 Stat. 334), Public Law 194, 72d Congress 
Provided for the renewal of 5-year level premium term policies for a second 
5-year term. 
of April 15, 1935 (49 Stat. 156, 157), Publie Law 37, 74th Congress 
Provided naval and marine aviation cadets with $10,000 of Government 
life insurance to be paid out of certain current appropriations. 
Act of June 1, 1937 (50 Stat..241), Public Law 127, 75th Congress 
Extended the privilege of renewing expiring 5-year level premium policies 
for a second or third 5-year period. 
Act of June 13, 1989 (53 Stat. 819, 820), Public Law 129, 76th Congress. 
Provided for the continuation of insurance granted naval aviation cadets 
upon completion of their training, but the premiums thereon were deducted 
from their pay. When released from duty they had the option of continuing 
the insurance at their own expense. 


Ac 


a 


Ac 


Ac 


Act of October 8, 1940 (54 Stat. 974, 1013), Public Law 801, 76th Congress 
Prohibited the further issuance of United States Government life 
insurance. 
Act of May 14, 1942 (56 Stat. 283), Public Law 556, 77th Congress. 


Extended the privilege of renewing expiring 5-year level premium policies 
for a second, third, or fourth 5-year period. 

Act of March 23, 1948 (57 Stat. 41), Public Law 13, 78th Congress. 

Authorized the automatic renewal of expiring 5-year level premium poli- 
cies of those in active military or naval service and certain others outside 
continental limits of the United States. 

Act of April 15, 1947 (61 Stat. 39), Public Law 34, 80th Congress 

Extended the privilege of renewing expiring 5-year level premium policies 
for a second, third, fourth, or fifth 5-year period. 

Act of August 2, 1951 (65 Stat. 151) Public Law 101, 82d Congress 

Authorized the renewal of 5-year level premium policies for successive 
o-year periods 

Act of July 23, 1953 (67 Stat. 186) Public Law 148, 88d Congress, 
Provided for the automatic renewal of 


a 5-year level premium policy 
at the expiration of any 5-year period. 
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C, NATIONAL SERVICE LIFE INSURANCI 


of October 8, 1940 (54 Stat. 974, 1008-1014) Public Law 801, 76th Congress. 
National Service Life Insurance Act of 1940. 
of June 3, 1941 (55 Stat. 239, 240) Public Law 97, 77th Congress. 
Granted $10,000 free life insurance to enlisted me who were Army 
aviation cadets while in training. 
of June 3, 1941 (55 Stat. 241) Public Law 99, 77th Congress 
Granted $10,000 free life insurance to enlisted men who were Army 
aviation students while in training. 
of August 18, 1941 (55 Stat. 626, 627) Public Law 213, 77th Congress. 
Permitted coverage, without examination, if applied for within 120 days 
after August 18, 1941, of certain servicemen whose periods of service was 
extended and to inductees. 
of November 5, 1941 (55 Stat. 759, 760) Public Law 289, 77th Congress. 
Granted $10,000 free insurance to Naval and Marine Corps Reserve avia- 
tion pilots. 
of December 20, 1941 (55 Stat. 844, 846) Public Law 360, T7th Congress. 
Permitted coverage, without examination, to any serviceman who applied 
within 120 days after December 20, 1941, and provided $5,Q00 automatic 
coverage for those who died in active service between October 8, 1940, and 
120 days after December 20, 1941, or became totally disabled during the 
same period for 6 months or more. 
of July 11, 1942 (56 Stat. 657-658) Public Law 667, T7th Congress. 
Extended coverage to those captured, besieged, or isolated, included 
additional cases for automatic insurance, and clarified class of permitted 
beneficiaries. 
of October 17, 1942 (56 Stat. 796) Public Law 749, 77th Congress 
Granted free insurance to certain Army or Navy flying cadets and aviation 
students who died between October 8, 1940, and June 3, 1941. 
of April 12, 1943 (57 Stat. 64) Public Law 36, 78th Congress 
Provided for the granting of insurance without a medical history 
statement. 
of September 30, 1944 (58 Stat. 762-764) Public Law, 452, 7Sth Congress. 
Liberalized provisions of the National Service Life Insurance Act to 
extend coverage and prevent lapsing of policies, and also authorized the 
refund life income option settlement. 
of September 30, 1944 (58 Stat. 764) Public Law 453, 78th Congress 
Liberalized provisions of the National Service Life Insurance Act to 
prevent the lapsing of policies. 
of July 2, 1945 (59 Stat. 315) Public Law 118, 79th Congress 
Extended the 5-year level premium policies for an additional 3 years. 
of August 1, 1946 (60 Stat. 781-789) Public Law 589, 79th Congress. 
Insurance Act of 1946. 
of August 18, 1946 (60 Stat. 1057, 1061) Public Law 729, 79th Cong. 
Grants $10,000 free insurance to Navy flight trainees. 
of February 21, 1947 (61 Stat. 5-6) Public Law 5, 80th Congress 
Amended provisions re issuance of insurance in permanent plans and 
reinstatement of insurance. 
of June 29, 1948 (62 Stat. 1109-1110) Public Law 838, SOth Congress 
Authorized renewal of level premium policies for a second 5-year term. 
of April 25, 1951 (65 Stat. 38, 36-38) Public Law 23, 82d Congress 
Prohibited the further issuance of national service life insurance to serv- 
icemen and permitted those called back into service to suspend their insur- 
ance while in service. 


Act of August 2, 1951 (65 Stat. 153) Public Law 101, 82d Congress 


Authorized the renewal of level premium policies for successive 5-year 
periods. 
of July 23, 1953 (67 Stat. 186) Public Law 148, 88d Congress 

Provided for the automatic renewal of level premium policies for succes 
sive 5-year periods. 
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D. SERVICEMEN’S INDEMNITY 


Act of April 25, 1951 (65 Stat. 33-35) Public Law 25, 82d, Congress, 
Servicemen’s Indemnity Act of 1951. 
Act of August 24, 1954 (6S Stat. 780-781) Public Law 638, 88d Congress, 
Extended indemnity coverage to reserves on active duty training for 14 
days or more. 


Il. COMMENTARY ON LEGISLATIVE DEVELOPMENT 


A. WAR RISK INSURANCE 


The first Government insurance program for the benefit of members of the 
Armed Forces of the United States was approved on October 6, 1917. This pro 
gram recognized the problem confronting many servicemen who would have ob 
tained some insurance protection for their families had they continued in pri 
vate life, but were unable to make such a provision in times of war or serious 
emergency except at prohibitive rates. The Government made yearly renewable 
term insurance against death or total disability of up to $10,000 available without 
any medical examination to all members of the armed services who applied for 
coverage within 120 days after entry into service, or if they were already in serv- 
ice, within 120 days after the policies were first issued. The program went even 
further and declared that any serviceman who died or became totally disabled 
within the 120-day period would be covered even though he had not applied 
for the insurance. 

Premiums on these policies were based on the American Table of Mortality 
and interest at 3% percent. However, the entire expense of administering the 
program and all excess mortality and disability costs due to the extra hazards of 
war were assumed by the United States. 

The benefits under these policies were payable in 240 equal monthly install 
ments. In the case of automatic coverage, benefits were fixed at $25 per month 
payable only to the insured, or his surviving spouse, child, or widowed mother, 
in that order. An applicant for this insurance was allowed a wider choice of 
beneficiaries and the right to change beneficiaries at any time within the specified 
class. Eligible beneficiaries included the insured’s spouse, child, grandchild, 
parent, brother or sister. 

The insured was also granted the right to convert his term-insurance policy, 
without medical examination, into a number of permanent forms of Govern- 
ment life insurance within 5 years after the termination of World War I 
Permanent insurance plans included ordinary life, 20-payment life, and en 
dowment maturing at age 62, as well as such other forms of insurance as might 
be prescribed by regulation and requested by the insured. 

Subsequent to this enactment and prior to the World War Veterans’ Act 
of 1924, a number of amendments were adopted which sought to clarify and 
expand the coverage of this insurance. Among the more important amendments 
were those which enlarged the class of beneficiaries, extended automatic coverage 
to inducted men, waived premiums for service-connected temporary total dis- 
ability, offered opportunities for the reinstatement of lapsed or canceled policies, 
included an incontestable clause in all policies, authorized a lump sum or 36 
or more month installment settlement, and provided for waiver of premiums 
for compensable disabilities. 


B. UNITED STATES GOVERNMENT LIFE INSURANCE 


The World War Veterans’ Act of 1924 established the United States Govern- 
ment life-insurance program and codified all prior legislation with certain mod 
ifications intended to remove inequities and shortcomings found to exist in the 
prior acts. It fixed July 2, 1926, as the final date for the reinstatement of lapsed 
policies and for the conversion of existing policies into the permanent forms of 
insurance. In 1926, however, this date was extended until July 2, 1927, and the 
insured was granted the right to convert his policy into 5-year level premium 
United States Government term life insurance, at a premium rate for the attained 
age, with the right to reconvert to a higher premium rate policy. 

A total disability benefit and waiver of premium provision was made available 
in 1928 to holders of converted insurance, at a slight extra premium. Entitle 
ment was based on the insured’s being totally disabled for a period of 12 months 
This provision was amended in 1930 by reducing the disability period to 4 months 
and requiring that it oecur prior to the insured’s attaining age 65 and before 
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default in the premiums. Disability benefits were fixed at $5.75 per thousand 
of insurance per month. A fourth-payment option, 120 monthly installments 
certain, was added administratively in 1944. 

The 5-year level premium term policy was renewed for successive 5-year terms 
in 1982, 1987, 1942, and 1947. The right of renewal at the end of any 5-year 
term was approved in 1951 and made automatic in 1953. 


C, NATIONAL SERVICE LIFE INSURANCE 


In responce to the message of President Roosevelt to the Congress of September 
14, 1940, calling attention to the existing national emergency and the need for the 
enactment of legislation to preserve unimpaired insurance and other benefit 
rights of persons called into active service, the Senate amended the Second Reve 
nue Act of 1940 to include a provision granting the President broad powers to 
establish a system of insurance for members of the Armed Forces. Proponents 
of the amendment admitted that it was imperfect and required examination by 
the conference committee in consultation with representatives of the various 
Government establishments affected, but nevertheless urged its passage as the 
only immediately available vehicle in which action could be taken to safeguard 
these rights. In conference the amendment was completely revised along the 
general outline of its predecessor of World War I, with certain adjustments to 
take into consideration current insurance coverages and the experience of both 
the Government and commercial companies. This system of insurance became 
national service life insurance. 

National service life insurance was available to any member of the armed 
services upon application within 120 days after entry into active service or from 
the date of enactment. The $10,000 maximum of United States Government life 
insurance was retained, and the policies were issued on a 5-year level premium 
basis, with conversion rights. There was no provision for automatic coverage, 
but a waiver of premium provision on account of total disability was included, 
provided the disability lasted for 6 months and prior to the insured’s reaching 
age 60. Benefits were payable only in the event of death and the class of bene 
ficiaries was restricted to the insured’s surviving spouse, child, parent, brother, 
or sister. The insured again retained the right to change his beneficiary within 
the stated class. 

Benefits were payable under two plans, depending upon the age of the bene- 
ficiary at the time the policy matured. If the beneficiary was under 30 years of 
age at that time, the benefits were payable in 240 equal monthly iustallments; if 
over 30, they were payable in 120 equal monthly installments certain, with pay 
ments continuing for the remainder of the beneficiary's life 

Premiums were again based on the American Experience Table of Mortality, 
but at 8 rather than 3% percent. The United States again assumed the costs of 
administering the program and the excess mortality and disability costs due to 
the extra hazards of war. 

The program prohibited the further issuance of United States Government life 
insurance, except to a certain group of World War I veterans. National service 
life insurance became the only form of Government insurance available to per- 
sons in active service. Further, if a serviceman already had United States Goy 
ernment insurance, the total of that coverage plus any coverage under national! 
service life insurance could not exceed $10,000. 

Amendments to the National Service Life Insurance Act followed the pattern 
of the amendments to United States Government insurance. An effort was made 
to give every serviceman an opportunity to gain coverage, to enlarge the number 
of plans of payment, and again to presume coverage, in some instances, for those 
unable to act timely because of a disability or inaccessibility. However, one im 
portant new phase of Government insurance was entered. The Government 
granted $10,000 of free insurance to all enlisted aviation trainees, including those 
in the Enlisted Reserve Corps in prepilot training. Such gratuitous insurance 
had previously been granted only to naval aviation cadets. 

The extension of term insurance also followed the pattern of its World War I 
predecessor. In 1945 the term was extended for an additional 3 years. It was 
renewed for another 5-year term in 1948 at the premiums for the attained age 
The authority to extend the insurance for successive 5-year terms was granted in 
1951, and extensions were made automatic in 1953. 
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D. SERVICEMEN’S INDEMNITY ACT OF 1951 


In his budget message to the Congress of January 15, 1951, President Truman 
urged the early enactment of new legislation to assure financial protection to 
the families of servicemen. The president suggested that $10,000 of free and 
automatic indemnity to the survivors of all who die while on active military 
duty would be more equitable and more economical than the existing insurance 
program. This was not a novel proposal in the Congress since it had previously 
received extensive consideration by certain of its committees. See report of the 
Committee on Expenditures of the Executive Departments entitled “Inquiry Into 
the Operations and Fiseal Cost of the Veterans’ Administration National Service 
Life Insurance Program” (H. Rept. 2761, 8ist Cong.). A bill to provide the 
proposed indemnity, introduced on January 3, 1951, received expeditious treat- 
ment by the Congress and was approved on April 25, 1951, as the Servicemen’s 
Indemnity Act of 1951. 

The Servicemen’s Indemnity Act of 1951 provides every person in the Armed 
Forces of the United States on or after June 27, 1950, with $10,000 of automatic 
and free indemnity insurance. Payments to beneficiaries are made only in the 
event of death and in an amount not in excess of $92.90 a month for 10 years. 
Under this program the insured has the right to designate his beneficiaries and 
to make changes in beneficiaries at any time, but only within a given class. 
Eligible beneficiaries include the insured’s surviving spouse, children, parents, 
brothers, and sisters. He may also apportion the principal amount among his 
beneficiaries, 

The total insurance liability of the United States is limited to $10,000 regardless 
of what. other forms of Government insurance are possessed by the insured. 
Any person having a permanent form of Government insurance in force upon 
entry into active military service may surrender the policy and receive its cash 
surrender value. If his Government insurance is on a 5-year level premium term 
plan, he may apply for a waiver of his premiums during his active service. 
Within 120 days after separation from service, former holders of Government 
insurance may have their insurance reinstated. 


HISTORICAL DEVELOPMENT OF FEDERAL EMPLOYEES COMPENSATION 
ACT AS APPLIED TO RESERVES 


I. Crratron to Law 
A. BASIC COMPENSATION ACT 


Act of September 7, 1916 (39 Stat. 742) Public Law 267, 64th Congress. 

Federal Employees’ Compensation Act provided benefits to Federal em- 
ployees and their survivors for disability and death from injuries while in 
the performance of their duties. 

Act of February 12, 1927 (44 Stat. 1086, 1087) (Public Law 603, 69th Congress. 

Increased the maximum and minimum amounts of wages to be used in 
computing death benefits. 

Act of July 1, 1944 (58 Stat. 682, 712) Public Law 410, 78th Congress. 

Required election of benefits if person eligible under FECA and also an- 
other act of Congress. 

Act of October 14, 1949 (63 Stat. 854) Public Law 357, 8ist Congress. 

Federal Employees’ Compensation Act amendment of 1949 increased death 
benefits to certain categories of beneficiaries. 
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B. ACTS EXTENDING FECA TO RESERVE PERSON NEI 


Army 


Act of July 15, 1939 (53 Stat. 1042, ch. 
284) Public Law 179, 76th Congress. 
Made the FECA applicable to Army 
reservists killed or injured during 
peacetime service. 
Act of July 18, 1940 (54 Stat. 762) Pub- 
lic Law 747, 76th Congress. 

Made the FECA benefits granted un- 
der the preceding act applicable retro- 
actively for injuries or death incurred 
at any time after February 28, 1925. 


Act of August 7, 1946 (60 Stat. 893) 
Public Law 641, 79th Congress. 
Placed Army reservists, from time of 
the surrender of Japan, under the cov- 
erage of FECA on the same basis as they 
were in peacetime. 


C. OTHER LAWS GRANTING 


Navy 
Act of February 28, 1925 (43 Stat. 
1084) Public Law 512, 68th 
gress. 

Made the FECA applicable to Navy 
and Marine Corps reservists injured or 
killed during time of peace. 
Act of June 25, 1988 (52 

1181) Public Law 732, 
gress. 

Reorganized the Navy and Marine 
Corps Reserve and continued coverage 
by FECA of such reservists killed or in- 
jured in time of peace. 


1080, 
Con 


Stat. 
75th 


1175, 
Con- 


Act of February 19, 1941 (55 Stat. 9, 
12) Publie Law 8, 77th Congress. 
Granted to temporary members of the 
Coast Guard the coverage of FECA. 
Act of September 30, 1944 (58 Stat. 756) 
Public Law 447, 78th Congress. 
Revised the Coast Guard 
laws and made FECA applicable to such 
reservists. 
Act of August 7, 1946 (60 Stat. 
Public Law 641, 79th Congress. 
Placed Navy and Marine Corps re 
servists from the time of the surrender 
of Japan, under the coverage of FECA 
whenever their active service was 30 
days or less. 


Reserve 


893 ) 


ALTERNATE BENEFITS 


Both services 


Act of June 23, 


1937 (50 Stat. 305) Public Law 159, 75th Congress. 
Extended to reserve personnel the benefits administered by 


the Veterans’ 


Administration for personal injury or disease contracted in line of duty during 
active service in a period other than war. 


Army 


Act of April 3, 1939 (53 Stat. 557) Pub- 
lic Law 18, 76th Congress. 


Provided that Army reservists serv- 
ing over 30 days were eligible for the 
benefits otherwise granted only to the 
Regular Establishment. 


Vavy 


1940 (54 Stat. S64) 


76th Congress 


Act of August 27, 
Public Law 775, 
Put Navy and Marine Corps Reserves 

serving over 30 days on a par with Army 

Reserves. 


Both services 


Act of June 30, 1949 (63 Stat. 201) Public Law 108, Sist Congress 

Provided that all reserve personnel, whatever the extent of their duty, shall in 
all instances except where injury or death occurs from sickness or disease, be 
covered by the benefits accruing to the Regular Establishment 
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Ii. SUMMARY OF LEGISLATIVE DEVELOPMENT 
4. THE BASIC COMPENSATION ACT 


The Federal Employees Compensation Act of 1916, hereinafter called FECA, 
provided that the United States should pay compensation for the death or dis 
ability of a Federal employee “resulting from a personal injury sustained while 
in the performance of his duty.” The act followed the prevailing pattern of 
workman's compensation legislation by basing benefit payments to survivors on 
a specified percentage of the deceased employee's wages. A widow received 35 
percent of her deceased husband's wages, with an additional 10 percent for each 
child, if any. Similar payments were made to a widower if he was wholly 
dependent on the employee at the time of death. If there were no parents, 25 
percent was paid for the first surviving child plus 10 percent each for additional 
child. In all these multiple beneficiary situations there was a cumulative benefit 
limit of 6624 percent of the deceased employee's wages. Dependent parents were 
to receive 25 percent each if the cumulative limit had not been reached, Depend 
ent brothers, sisters, grandparents, and grandchildren were entitled to a lesser 
percentage if the limit had not been reached by the preceding beneficiaries. A 
leveling device was inserted in the act which provided that in computing benefits 
an employee’s wages would not be considered to be less than $50 a month nor 
more than $100. 

B. FROM 1925 TO WORLD WAR II 


The first act placing Reserve officers and enlisted men under the Federal Em- 
ployees Compensation Act was passed in 1925. The act reorganized the Navy 
and Marine Corps Reserve and extended coverage to Reserve personnel while on 
active duty, training duty with or without pay, or when engaged in authorized 
travel to and from such duty, in time of peace. The benefits were also restricted 
to disability or death resulting from injury, excluding disabilities or death 
resulting from sickness or disease. 

The Naval Reserve Act of 1938, while leaving unchanged the basic require 
ments for eligibility for reservists under the FECA provided that in computing 
compensation for a man injured or killed in nonpay status, his pay was to be 
that of a man receiving pay at the same grade or rank. As in the 1925 act, dis- 
ease or sickness, even though service incurred, was not considered a compensable 
disability under FECA. 

Extension of similar benefits to Army Reserve personnel lagged considerably 
In 1939, however, two acts were passed. The first of these was the act of April 
31, 1939. It placed officers, warrant officers, and enlisted men of the Army of the 
United States (as distinguished from the regular components) called into active 
military service by the Federal Government for a period in excess of 30 days, 
and who incurred disability or death during that tour of duty, on the same 
footing with respect to benefits as members of the Regular Army. 

The second law, the act of July 15, 1939, extended the benefits of the FECA to 
Reserve officers and enlisted men of the Army. Compensation thereunder was 
payable for physical injuries received in peacetime service (1) while on active 
duty, (2) when engaged in authorized travel to and from such duty, or (3) when 
engaged in training without pay. An amendment inserted by the House Com 
mittee on Military Affairs rendered the application of the FECA to Army Re 
serve personnel more liberal than its application to Navy Reserve personnel by 
permitting compensation for disability or death due to sickness or disease con 
tracted in line of duty. The report states that these benefits were to be limited 
to cases where there is a causal connection between the active duty service and 
the illness (H. Rept. 1009, 76th Cong., p. 2). Also, an important limitation on 
the benefits payable to Army Reserve officers was contained in the last proviso 
which was inserted at the instance of Secretary of War Harry W. Woodring. 
Reserve officers were thereby prohibited from receiving benefits under the FECA, 
where, by reason of service over 30 days, they had become eligible for the benefits 
of the act of April 3, 1939 (S. Rept. 587, 76th Cong., p.3). In order to place Army 
and Navy Reserve personnel on a par as to the year in which these benefits were 
applicable to them, an act in 1940 made the benefits of FECA retroactive to cover 
injuries resulting in disability or death to Army Reserve personnel at any time 
after February 28, 1925. In the same year, 1940, Navy aud Marine Reserve per- 
sonnel were placed on the same basis as Army Reserve personnel when their 
service exceeded 30 days and were given coverage under the benefit provisions 
applying to Regular Navy personnel, Only those serving 30 days or less were still 
covered by FECA 
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rHE WAR PERIOD 


In 1941, in order to clarify a disputed point, the death gratuity, which was 
part of the benefits granted the Regular Establishment, was specifically made 
applicable to Reserve personnel dying in service after having served over 30 
days. This was also subject to the election provisions. 

By act of February 19, 1941, temporary members of the Coast Guard, phys 
ically injured in time of war, were entitled to the benefits of FECA The 
Coast Guard, of course, is under Navy jurisdiction only during time of war, 
and its personnel are civil employees under the Treasury Department in time 
of peace. In September 1944, a revision was made respecting the categories of 
Reserves in the Coast Guard. Accordingly, the coverage of FECA was ex 
tended to (1) members ef the Reserve on active duty after February 19, 1941, 
and (2) members of the Coast Guard Auxiliary incurring injury or death after 
February 19, 1941, while on patrol pursuant to competent Coast Guard authority 
Unlike the other services, an arbitrary sum of $150 a month was set as the 
presumed pay where a basis was required for determining compensation for 
injuries incurred in nonpay status. 


D. POST HOSTILITIES PHASI 


In 1946, when it became apparent that the “time of peace” might be indefinitely 
postponed, Congress provided that “time of peace” for the purposes of the 
Naval Reserve Act of 1938, and the act of July 15, 1939, both of which placed 
the Navy and Army Reserve personnel under FECA, should include the pe- 
riod from the surrender of Japan to the time when the United States should 
no longer be in a state of war. Navy and Marine Corps Reserves serving over 
30 days were excepted from coverage; but Army and Air Force reservists, no 
matter what their period of service (with the exception of Army officers serving 
over 30 days) had their peacetime FECA coverage completely restored. 
Survivors of Army officers, however, were considered to have dual coverage. 
The Labor Department, in construing the 1946 law, allowed this on the grounds 
that the restriction in the 1989 act applied only to benefits personal to the 
officers. 

The act of June 21, 1949, while not FECA legislation per se, liberalized 
the benefit position of Reserves by extending to those in service for periods of 
less than 30 days, or on inactive duty training, the benefits applicable to the 
Regular Establishment in all instances except sickness and disease 


FE, ELECTION OF BENEFITS 


In 1937 Reserve Officers and Enlisted Reserves of the United States Army, 
Navy, or Marine Corps, were made eligible for Veterans’ Administration dis- 
ability or death pension under Veterans Regulation 1(a) for injury or disease 
contracted or suffered in line of duty, during peacetime service, or for any aggre- 
vation of a preexisting injury or disease therein. However, an election was 
required whenever dual benefits accrued. The Naval Reserve Act of 1938 con- 
tained an election clause, as did the act of July 15, 1939, which extended 
FECA coverage to Army Reserve personnel. The 1940 amendment to the 
Naval Reserve Act of 1938, though placing Navy and Marine Corps Reserve 
personnel serving over 30 days under the coverage of Regular Navy benefits, 
continued the concept of election of benefits where the required coverage was 
met. The Coast Guard Act of 1944 partially prohibited any such election by 
providing that where there was concurrent coverage by a State or Territorial 
workman’s compensation act, the FECA did not apply. However, an election 
was required where there was dual coverage under Federal law 

The 1949 act, in the section amending the Naval Reserve Act of 1938, included 
an election provision. Army personnel or dependents receiving death com 
pensation and gratuity benefits under the 1949 act are required to make an 
election under the authority of either the 1937 amendment to the Veteran’s Ad 
ministration Regulation or the 1944 amendment to the FECA 


F. THE FECA RATE INCREASE OF 1949 


Except for an amendment in 1927 which had increased the minimum and 
maximum amount of monthly wages that could be used in computing benefits, 
the basic act had undergone no rate changes. The 1949 act altered the rate 
structure to a considerable degree. It increased the maximum cumulative bene- 
fits from 6624 percent to 75 percent of the deceased employee’s pay. The mini- 
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mum monthly pay which would be used in benefit computation was increased 
from 87.50 to $150 and the maximum from $175 to $525. It increased the 
widow’s or widower’s rate from 35 percent to 45 percent. If either had a child, 
their benefit rate was increased to 40 percent with 15 percent additional for each 
child. If only the children survived, the rate was increased from 25 percent to 
oo percent for the first child with 15 percent for each additional child. No 
increases for other dependent survivors were provided. 

It should be noted that in contrast with the reserve tie-in legislation which 
normally went through the congressional committees concerned with the armed 
services, the 1949 FECA amendment was referred to the House Committee on 
Education and Labor and the Senate Committee on Labor and Public Welfare. 
There appears to have been no discussion in either the reports on the bill or 
during the debate on the floor of its impact on the relationship between the 
benefits paid reservists under amended FECA and those paid to members of the 
Regular Establishment by the VA. The reports on the amendment estimated 
that it would increase overall be nefit costs between 7 and 7% million dollars a 
year (S. Rept. 886 and H. Rept. 729, Sist Cong.). 

Mr. Carnes. At this time we should hear from the Bureau of the 
Budget. 

Mr. Bares. We will now hear from representatives of the Bureau 
of the Budget. 

Mr. Carnes. Mr. Chairman, the Bureau of the Budget is back with 
us today. I think this will be the third time they have testified. I 
do not think the testimony they have given requires any clarification. 

There are two things that I think the Bureau of the Budget should 
supply for the committee that would prove very helpful, “inasmuch 
as the Bureau of the Budget is a coordinating agency of the Govern- 


ment—and that is correct, is it not, Mr. Hughes? 


STATEMENT OF PHILIP S. HUGHES, ASSISTANT CHIEF, LABOR AND 
WELFARE DIVISION, BUREAU OF THE BUDGET, ACCOMPANIED 
BY MICHAEL S. MARCH, BUDGET EXAMINER 


Mr. Hueues. In terms of legislation, yes. 

Mr. Carnes. Does it merely extend the terms of legislation? 

Mr. Hucues. The Bureau has the responsibility for reviewing leg- 
islative proposals that originated within the executive branch and 
those that the Congress desires to have reviewed, to develop a coordi- 
nated approach and relate these proposals to the administration’s 
program. That is in addition to the normal budgetary responsibility. 

Mr. Carnes. In that regard, would it be appropriate for the Bureau 
of the Budget in its coordinating activities to try to have a meeting 
with the Department of Health, Education, and Welfare, the Depart- 
ment of Defense, and the Veterans’ Administration to see to what 
degree there may be greater coordination between those agencies in 
the administration of survivor benefits? 

Mr. Hvuaues. I believe that that would be appropriate, if the com- 
mittee wishes it. 

Mr. Carnes. That was the suggestion that would be made. We 
could pursue it with these gentlemen and see how much fruit would 
be borne by it. 

Many suggestions have been made at this hearing which was to try 
to coordinate these things. Frankly, I know the Bureau of the 
Budget, from their experience in working with these agencies, could 
do a job which the staff is not in a position to do at this time. 

Mr. Harpy. Are you thinking in terms of the administration of 
the existing programs? 
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Mr. Carnes. Yes; with a view to the fact if the existing programs be 
reduced to the two programs which Mr. Kaplan suggested, Social 
Security and Veterans’ Administration, for them to give the com- 
mittee an expression as to what the extent of coordination of those 
two programs may be, so that the committee could have the benefit 
of that thinking. There have been several suggestions made, but no 
study along that line has been made. 

Mr. Harpy. You are thinking in terms of developing a program of 
coordination which would lend itself to legislative expression ¢ 

Mr. Carnes. That in essence is what I am thinking of. I think a 
recommendation from the Bureau of the Budget as to whether such a 
program is feasible could help determine the thinking of this 
group as to whether or not that particular thought should be pursued 
further. 

Mr. Bates. The chairman can understand the necessity for studying 
such a thing as the Kaplan report. I do not know whether or not it 
would be worthwhile to study the present programs for the coordina- 
tion of those. Before we get through here, we might have the various 
proposals that might require a lot of study. I think as far as the 
Kaplan report is concerned, that matter should be studied. 

Mr. Harpy. Frankly, it would seem to me that it might be prema- 
ture for any intensive consideration to be given toward any specific 
proposals at this time. It seems to me there is an area—and that 
would be my view of the good that might come out of this—of con- 
sideration which could be developed between the agencies as to the ex- 
tent of cooperation which would be possible under a changed program. 
At least that would be my thinking about it, rather than to try to gear 
your considerations to any specific detailed program, or anything even 
as specific as the Kaplan Committee proposal. I think the principle 
involved there ‘9 the thing we need to have some exploration of. 

Mr. Bares. I do think that it would be good for the committee to 
know how the Kaplan report could be worked out and implemented, 
and if there is such a study I think you should determine a consider- 
ation of that. 

Mr. Hueues. I would like to seek further guidance on what specifi- 
cally we should undertake. First, the Kaplan Committee proposal 
had three parts to it. The Department of Defense would be involved 
in the 6 months’ gratuity payments. There are, as the chairman and 
Mr. Hardy have pointed out, other possibilities to consider conjectur- 
ally. There are many other possibilities for coordination, depending 
on the format and content of whatever survivor benefit programs are 
developed. The field is correspondingly pretty wide for investigation 
there. I think that it would be helpful if we could limit ourselves to 
a specific situation or two. 

Mr. Harpy. I think your field is wide open, oe you are getting 
right back to the question of which comes first, the chicken or the egg. 
Instead of being able to come up with a specific program that we would 
like to get some thought on from the agencies as to coordination, this 
question of coordinating within the broad principles that are involved 
in the Kaplan report, it seems to me would help us with a specific 
program. 

Mr. Hucues. That is perfectly feasible. That is the framework 
of our consideration. That is sufficiently specific for our purpose. 

Mr. Carnes. Would that be specific? 

Mr. Hugues. Yes. 
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Mr. Carnes. There is one further thing we would like to request 
of the Bureau of the Budget, Mr. C hairman, with your permission— 
there has been quite a bit of discussion within the committee about 
the disparity that may arise between the civil-service retirement plan 
and the military retirement plan if the Kaplan Committee’s recom- 
mendations were put into effect. 

Testimony by the Department of Defense has been to the effect that 
there would be no disparity. 

Captain Hoyt. May I correct you? The question that Mr. Kaplan 
was asked at the time was this: Is there a disparity between survivor- 
ship benefits not in the retirement system? If you will look back into 
the record I think you will find that I am correct in my statement. 
There is a disparity, some disparity between the proposals made by 
the Kaplan Committee as regards the military and as regards the 
civilian employees in the method of integrating either system, or both 
systems, with the social-security system. 

However, the disparity is not as marked as some other information 
which has been furnished to the committee. 

Mr. Harpy. The General Accounting Office said that it was. 

Captain Hoyr. In plain language, yes. They made a bust on that 
table they presented. 

Mr. Carnes. If we confine ourselves to that correction, Captain 
Hoyt, to the disparity in comparison of survivor benefits, the military 
has said there was no disparity; is that correct—essentially no dis- 
— existing / 

Captain Hoyr. There is a disparity existing between the two sys- 
tems, but the disparity is not necessarily in favor of the milit: ry. I 
have given you, at Mr. Teague’s request, a table which shows the exact 
situation in the survivorship benefits of a normal Navy captain. What 
disparity exists there definitely is in favor of the civilian. When you 
get down to the very low ranks, shorter service, the disparity is the 
other way. 

Mr. Harpy. It seems to me we are talking about a situation that 
has arisen here in which there appears to be some conflict between 
the information presented by the General Accounting Office and that 
presented by the Department of Defense. Certainly those two agen 
cies are sufficiently mature to be able to get. together and reconcile 
any differences that exist. 

Mr. Carnes. The General Accounting Office has submitted a table 
to us of any disparities that may exist. 

Captain Hoyr. That carries the fact in our tables. 

Mr. Bares. You have said that before. 

Captain Hoyr. In the case of every officer, military service, they 
have used the full maximum social-security benefit. 

Mr. Harpy. I hate to interrupt this. We can get into an awful 
harangue over details and figures that we will never settle. What I 
would suggest the chairman do would be to instruct the General Ac 
counting Office and the Department of Defense to come in here with 
a set of figures that they both agree on. 

Captain Hoyr. I would be glad to speak to the Department of 
Defense on that. 

Mr. Harpy. You can get together with the General Accounting 
Office. You are both grown. 

Captain Hoyr. I will be glad to get together with them. 
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Mr. Harpy. Let them agree, Mr. Chairman. There is no sense of 
one coming in with one set of figures and the other saying, “It is not 
so.” 

Mr. Bares. Have you discussed this with the General Accounting 
Office ¢ 

Captain Hoyt. Just this morning. 

Mr. Bares. Have you come to any agreement as regard the facts / 

Captain Hoyr. I believe they will agree. Mr. Eckert said he was 
going to take a look at them. He said the point that I raised this morn- 
ing was valid and that actually if they had something wrong, they 
would change it. 

Mr. Harpy. Mr. Nelson is still in the back of the room there. Is 
there any reason why you and Captain Hoyt cannot get together and 
get one set of figures that you can both agree on ? 

Mr. Netson. We would be very glad to do that. I think I might 
add one of the difficulties with our table this morning was that we 
picked one of the higher grades on a ee retirement basis. 

Mr. Harpy. I am not interested in who is right and who is wrong. 
I want a set of correct figures. 

Mr. Bares. That is one way of handling this. It is perfectly all 
right by the Chair. If the two agencies will get together and present 
to the committee the information based upon common understanding 
we will appreciate it. 

Mr. Carnes. Mr. Hughes, we were going to ask you and Mr, March 
to express yourselves on that point, but inasmuch as it has been recon- 
ciled, we will not. 

In view of the testimony presented here, much of which we have 
monitored, are there any additions that you would like to submit for 
the record, or any corrections, or are there any comments that you 
would like to make inasmuch as this will essentially be your last ap 
pearance in this particular series of hearings? 

Mr. Marcu. I would like to make one statement. I have sat through 
practically all the public hearings and part of the executive hearings, 
and as an observer I would like to compliment the committee, and 
particularly the staff director, on the very objective and well-run 
hearings. I have observed them with a great deal of pleasure as a 
well-rounded job. I think you will get some good answers out of 
this approach. 

Mr. Bares. The chairman is not in a position to argue with you 
on that statement. 

Mr. Carnes. That is all. 

Mr. Bates. Thank you very much. 

Mr. Carnes. We have had a very interesting development in regard 
to the Veterans’ Administration and with specific regard to the num- 
ber of people to whom insurance has been paid by virtue of January 
deaths. 

I would appreciate it if you would have men come forward at this 
time and have them explain to you what the situation is with regard 
to the 178 names of in-service January deaths where partial insurance 
payments were made, and the manner in which those payments were 
made. 

Mr. Bares. Do we have representatives of the Veterans’ Admin 
istration here? Will you come forward, please ? 
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STATEMENT OF GUY H. BIRDSALL, ASSISTANT ADMINISTRATOR 
FOR LEGISLATION, VETERANS’ ADMINISTRATION, ACCOMPANIED 
BY R. P. BLAND, OFFICE OF LEGISLATION; AND D. C. KNAPP, 
OFFICE OF LEGISLATION; ALSO 0. L. CLAY, OFFICE OF INSURANCE 
COUNSEL, DEPARTMENT OF INSURANCE 


Mr. Brrosatw. I believe that it would be well for Mr. Knapp to start 
in on this particular study as he handled the figures on it. 

Mr. Carnes. Mr. Knapp, when you appeared before the committee 
last Friday, we discussed the results of the analysis of in-ser he, e deaths 
for January of this year, and August payments of this yea 

Mr. Knapp. Yes. 

Mr. Carnes. The statistician in compiling all the figures for the 
committee gave us a list of 178 names where varying amounts of in- 
surance had been paid, some a full $10,000, some cases of a lesser 
amount. 

I think during the hearings last Friday that list was given to the 
Veterans’ Administration and inserted into the record with the in- 
struction that the Veterans’ Administration analyze that list of 178 
names and ascertain those cases which were deemed to be extra- 
hazardous because in those cases the Government would have picked 
up the check by virtue of their being extra-hazard deaths, picked up 
the check for the face amount of whatever the policy had been paid 
by the Treasury. 

I understand that you have some very enlightening information 
with regard to that request of the committee, and I would appreciate 
it if you would present it to the committee at this time. 

Mr. Knarr. At the outset, Mr. Carnes, I might indicate for the 
record that the figure of 178 represented only Army and Air Force 
cases, and the list we received also included Navy and Marine Corps, 
totaling 86, so there are 264 names on the list. 

Mr. Carnes. That error is on my part. 

Mr. Knapp. That isall right. 

Mr. Carnes. We are talking about 264 cases? 

Mr. Knapp. Yes. 

Mr. Carnes. These are of varying amounts, are they not? 

Mr. Kwarr. Varying amounts; some lump sum, others monthly 
installments, 

Mr. Carnes. You may proceed. 

Mr. Knapp. After leaving the committee hearing Friday it oc- 
curred to us, particularly to those in the insurance service, ths ut con- 
siderations should be given to the waiver of premiums provision under 
section 622 of the National Service Life Insurance Act which, as 
you will recall, authorizes any person with a policy of Government 
insurance in the active service to apply for a free waiver of premiums. 
In the term cases, the entire premium is waived. In the permanent- 
plan cases, there is waived that portion which represents the so-called 
pure insurance risk. Those waivers result in making the policy non- 
participating, and a further provision in the law is to the effect that 
if that policy matures by death while under the premium waiver the 
Government will pick up the tab, so to speak, similar to your extra- 
hazard provision in the general law. 
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In other words, during the period of the premium waiver, the 
Government, by giving the free waiver, has temporarily taken the 
policy out from under the fund. The fund no longer carries the risk, 
and if there is a death, the Treasury through the appropriation 
pays it. 

With that background of the provision of the section 622 waiver, 
we find from statistics—and I am now speaking as of August 31— 
that out of approximately 1,200,000 policies carried by persons in 
the active service as of that date, 85 percent, or - 022,000 were under 
section 622 waiver. So it appeared reasonable to speculate that as 
regards this list of persons who died in January 1954, having insur- 
ance, that if the ratio of those having the waiver throughout the serv- 
ice to those having policies would be applicable, that it is very pos- 
sible, if not probable, that 85 perce nt, or somew here around there, of 
these names on the list were under 622 waiver. In those cases, there 
is no separate determination of extra hazard ——— the specific 
language of section 622 says that in the event of death while under 
waiver the appropriation shall bear that amount ised, when added 
to the reserve, to make up the full amount of the policy. 

Mr. Carnes. They are treated as extrahazard cases? 

Mr. Knapp. I would say like them. 

Mr. Harpy. Treated on the same basis as your gratuitous-indemnity 
cases ¢ 

Mr. Knapp. That is right. 

Mr. Carnes. Of the 264 cases, you feel fairly certain the full face 
amount of the policy in 85 percent of those cases was paid out of the 
United States Treasury, not out of the NSLI funds? 

Mr. Knapp. In the light of the known facts of how many through 
out the service were covered by waiver I think it is reasonable to 
speculate that a like percentage of this group would probably be under 
section 622. If we apply that percentage, it would appear about 224 
of the 264 would be ae waiver and payable from the appropria- 
tion. That would leave a balance of 40. Now, I do not know what the 
percentage of snteuha: azard is running as to deaths during this period, 
this general peacetime period, but for the sake of discussion, if we 
assume that 50 percent of them are extrahazard inservice deaths, and 
this is a sheer guess without factual basis, that would add 20 more to 
the list, or give a total of 244, which might reasonably be said to be 
cases which are paid from the appropriation. Of course, the 50- 
percent guess may be entirely too high. 

Mr. Carnes. How many policies do you have under waiver at the 
present time of in-service pe srsonnel jus st approximate ly é 

Mr. Knapp. As of August 31, 1954, 1,022,000 national service insur 
ance oe 

Mr. Carnes. All right, sir; and you have how many civilian poli 
cies? How many civilian NSLI policies or Federal NSLI policies 
do you have, roughly ? 

Mr. Karp. As of August 31, 1954, the total number of policies in 
force in national service life insurance is 6,074,520. Close to 5 million 
of these are in the civilian category. 

Mr. Carnes. The point I am making here, Mr. Knapp, is that if 
a great many of the people who have national service life insurance 
policies today were to be called back to active duty a great many of 
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them would, perhaps, put that national service life insurance under 
waiver. 

Mr. Knapp. Yes; that is most probable. 

Mr. Carnes. And the great bulk of them are term insurance. 

Mr. Knapp. Yes; the great bulk of them are term insurance. 

Mr. Carnes. So, therefore, the great bulk of them would be put 
under waiver. 

Mr. Knapp. Yes; that is right. 

Mr. Carnes. And if they are put under waiver, regardless of what 
the cause of the accident may be, or however normal the death m: iy be, 
they would virtually, under the statutory interpretation, be treated 
as though they were extrahazard deaths. 

Mr. Knapp. Yes, sir. 

Mr. Carnes. That points to this problem that is facing the commit- 
tee that under the survivor-benefit program which is being adopted 
or recommended by the Kaplan Committee report you cannot abrogate 
an NSLI contract, and that would, in essence, be a third layer of sur- 
vivor benefits, the NSLI benefits. 

Mr. Knapp. Yes; if we retain the waiver authority. 

Mr. Carnes. That is right. 

Mr. Knapp. Yes, sir; that is correct. 

Mr. Carnes. That point that concerns the committee is that some 
people have testified it is something that people had paid for and, 
therefore, they were entitled to this benefit. Your testimony shows 
that while the individuals may have paid the premiums on the policy 
the maturity value of the policy when it matures most likely ill be 
paid out of the Federal Treasury and not out of the NSLI fund. 

Mr. Knapp. Yes, that is true, premiums having been paid prior to 
entry into service. I might add at this point that the reason for the 
free waiver of premium stems from the fact that the Government, to 
all others who do not have insurance, is giving free indemnity cover- 
age. If Congress repeals the Indemnity Act it might be very perti- 
nent to look into the need or desirability of continuing the waiver 
feature under section 622. 

Mr. Carnes. In the case of these 244 cases for the people who at that 
time had and now have NSLI insurance there is an offset. 

Mr. Knapp. Yes, sir, against the full $10,000 indemnity. 

Mr. Carnes. There is an offset in these cases and a waiver? 

Mr. Knapp. Yes, sir. 

Mr. Carnes. But could that provision of the waiver be changed, in 
your opinion, without abrogating the contract? Is the waiver provi 
sion a part of the contract ¢ 

Mr. Knapp. Broadly speaking, the Veterans’ Administration has 
taken the position, I believe, that the contract of insurance includes 
the provisions of law on the insurance subject. This has one of those 
provisions In it. 

Mr. Bates. Even though they are ex post facto? 

Mr. Knapr. Or prospective. I am not sure that this is responsive, 
Mr. Chairman, but it may clarify it. I was going to say with respect 
to provisions in the law, that if the law is changed for a prospective 
application, such as repealing this waiver, there may be room for 
argument on constitutional grounds with respect to the question of the 
impairment of contract. I am not prepared to express a view as to 
whether or not you could repeal the waiver provision prospectively. 
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Mr. Bares. Do we have anybody here from the JAG’s Office who 
could comment on that ? 

Captain Hoyt. No, sir, but it would seem to me that you cannot 
repeal anything retroactively. However, I do not see why you have 
to continue a bad bargain. 

Mr. Carnes. I think it would be wise, Mr. Chairman, if we had the 
VA have their Solicitor give you a letter stating as to whether or not 
they feel that this waiver provision is a part of the contract. 

Mr. Bares. Yes, prospectively or retroactively, as far as the law is 
concerned. 

In other words, what was in effect at the time they took the contract 
out, and what laws were passed subsequent to that contract termina- 
tion and then whether or not they are all tied in the same package. Is 
that clear, Mr. Knapp? 

Mr. Knapp. Yes, Mr. Chairman. 

Mr. Carnes. Mr. Chairman, the VA asked this question today: In 
view of the testimony they were going to give, and which they have 
just given, as to whether or not it would still be beneficial for the 
committee to know of those 264 cases as to how many were determined 
to be extrahazard cases as originally requested by the committee. 

The question is whether or not the testimony as just given is suffi- 
cient, wherein Mr. Knapp quotes 224 plus 20 cases which is a total of 
244, or which is over 90 percent of the cases that have been determined 
to be extrahazard cases, or determined to be tantamount to them, or 
as to whether or not you feel it would be wise, helpful or necessary for 
them to be analyzed in order to arrive at an actual determination as to 
which cases have been determined and which have not been determined 
to be extrahazard. 

The committee has made one request of the Veterans’ Administra 
tion and they are asking now if you want to continue that request at 
this time in view of the testimony they have just given. 

Mr. Harpy. I wonder if that would serve any useful purpose. The 
point at issue was as to whether or not settlement was paid out of the 
appropriation or out of the insurance fund. That was essentially the 
key ag involved. 

Mr. Carnes. Yes. 

Mr. Harpy. Now, a determination with respect to them being extra- 
hazard or not is of no consequence if they were all under the waiver 
of premium provision. 

Mr. Knapp. Yes, sir; that is correct. 

Mr. Harpy. Of course, you may have had some cases in the 15 
percent which were not under the waiver of premium provision, and 
then you would have to make a determination with respect to them 
being extra-hazard cases. 

Mr. Knapp. Yes, sir; that is right. 

Mr. Harpy. I think maybe it is unfortunate that we have to make 
an application of a general percentage figure in this thing in order to 
arrive at an estimate instead of being able to come up with accurate 
figures on it. For instance, you have made an across-the-board appli- 

cation percentage of 85 percent there because that is the total in-service 

percentage. Now, that may or may not apply to the month of 
January. 

Mr. Knapp. Yes, sir; that is right. 
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Mr. Harpy. And whether or not that is generally representative 
I think would be hard to tell also. 

You might have had a good many which were actually premium- 
paying cases in which case you would have to make a determination as 
to whether they were extra-hazard cases to find out whether or not 
they came out of the appropriation or out of the insurance fund. 

Mr. Knapp. If you wish, Mr. Hardy, we are prepared to go for 
ward with a determination on a case-by-case basis to show what the 
actual situation is. 

Mr. Harpy. I do not know whether it would serve any purpose. 
think, for most uses, your 85-percent figure would be satisfactory. 

There is just this one other aspect of it which I think leaves it incom- 
plete, and that is whether or not some of this other 15 percent who 
are still paying premiums might be involved. If so, you have that 
additional amount to consider. 

Mr. Knapp. Of that 15 percent, Mr. Hardy, X percent would be 
extra-hazard, and X percent not extra-hazard. 

Mr. Harpy. Thatisright. That is the only thing that would throw 
this figure out. 

How much work is involved in this case-by-case proposition? You 
would have to find out whether you have a list of these things. 

Mr. Knarr. Yes; we do havea list; Mr. Hardy. It was pointed out 
by some of the operating people that as to those who appeared on the 
list as extra-hazard, that that would settle it as to them, but as to 
any name which did not appear on that list, it would not be absolutely 
conclusive in that the committee on extra-hazard determinations has 
quite a backlog and it might be possible that they had not reached 
that case for the determination of that question. 

Mr. Bares. Can you work this out case by case ? 

Mr. Knapp. It can be done; yes, sir. 

Mr. Bares. Is it too much work? 

Mr. Kwarr. I would not want to say that it is too much work. It 
apparently would be a substantial job. 

Mr. Harpy. You have no actual tabulation to determine which of 
these were premium waiver cases and which were not, have you ? 

Mr. Knapp. Not at the present time; no, sir. 

Mr. Bares. I think we can forego that request. The figures which 
are given are accurate enough. 

Mr. Carnes. Mr. Knapp just testified that there is a considerable 
backlog in the adjudication of cases of extra-hazard claims. Are the 
beneficiaries who are entitled to payments actually receiving the pay 
ments to which they are entitled while that adjudication is going 
on or not ¢ 

Mr. Knapp. I do not think that would in any way interfere with 
prompt adjudication. 

Mr. Carnes. As far as the survivor goes? 

Mr. Knapp, Yes, as far as the survivor goes, because payments are 
made from the fund regardless of the extra-hazard determination. 
The determination is a finding as to whether or not we may make 
transfer from the appropriation to the trust fund. 

Mr. Bares. To reimburse the fund ? 

Mr. Knapp. Yes, sir; that is correct. 

Mr. Bares. Do you gentlemen have anything further to offer? 

Mr. Knapp. We do have a chart which I believe will be of interest 
to the committee. 
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Expenditures made by Veterans’ Administration for veterans’ benefits’ throug 


June 30, 1954 


American 
> War, Boxer 
Purpose Rat 


Rebellior 


Compensation and pensions 

Vocational training 

Allotments and allowances 

Adjusted compensation 

Military and naval insurance—appropriated fund 

Vocational rehabilitation: Public Law 16, 78th Cong.; 
Public Law 894, 8ist Cong. 

Education and training: Public Law 346, 78th Cong 
Public Law 550 4 

Counseling: Public Laws 16, 894, 346 and 550 

Readjustment allowances: Unemployment and 
employment.. 

Loan guaranty 

National service life insurance, appropriated func 

Servicemen’s indemnities 

Veterans’ disabled term insurance, appropriated fur 

Service disabled veterans insurance, appropriate: 
fund 

Soldiers and sailors civil relief 

Autos for disabled veterans 

Home for paraplegics 

Statutory burial 5 

Direct loans to veterans 

Marine and seamen’s insurance, appropriated fund 


Total 
Administrative expenditures, fiscal year 1866 throug! 
June 30, 1954 §___. 
Medical, hospital, and domiciliary care, fiscal year 
1866 through June 30, 19547 
Capital additions and improvements, fiscal year 1922 
through June 30, 1954 8 


Administrative expense and medical, hospita 
r the period July 1, 1953, through June 30, 1954 
2 Includes expenditures for veterans with serv 
Includes subsi ice, tuition, supplies and equip 
tation revolving fund, 
4 Jncludes subsistence, tuition, supplies and equipn 
5 Estimated 
6 Includes central office medical administrative 
counts not listed above 
7 Includes medical administrative and other relat 
§ Included in total of $1,031,682,208 is $436,623,692 oblig 


Mr. BATEs. The Chair would just like once again to thank all of the 
witnesses. You have been very cooperative on a most difficult subject. 
and I am sure we will all get together soon again to see if we can work 
out some proper answer to all of this which concerns us so much. 

The Chair would like to state that within the next day or so the 
members of the committee will get together, and again at a late 
and as problems do arise in our own discussions I suspect that we 
have to get in touch with some of the witnesses who have appeared hei 

I say once again on behalf of the committee that we would cert 
like to thank you very, very much for being of tremendous 
to us on this most complex problem. Thank yo 

The committee now stands adjourned until further call of t) 

(Thereupon, at 3:45 p.m. the committee adjourned subje 
call of the Chair.) 
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